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Basic data in this report were from two main sources. Farm- 
land values were developed from a national survey of farm- 
ers and ranchers. Information on farm sales was provided 
through a survey of real estate brokers and appraisers, offi- 
cials of Federal lending institutions, commercial bankers, 
and farmers and ranchers. The assistance of participants in 
both surveys is gratefully acknowledged. 


Approved by the World Agricultural Outlook Board. Sum- 
mary released June 21, 1989. The next summary of Agricul- 
tural Resources, which will feature production inputs, 
particularly farm machinery and energy, is scheduled for 
release on August 8. Summaries and entire situation and out- 
look reports, including tables, may be accessed electroni- 
cally. For details, call (202)447-5505. 


The Agricultural Resources Situation and Outlook Report is 
published four times a year. Subscriptions are available 

from ERS-NASS, P.O. Box 1608, Rockville, MD 20850. Or 
call, toll free, 1-800-999-6779 (8:30-5:00 ET). Rates: 1 year 
$10, 2 years $19, 3 years $27. Foreign customers add 25 per- 
cent for subscriptions mailed outside the United States. 

Make checks payable to ERS-NASS. 


Single copies are available for $5.50 each. 


Time to renew? Your subscription to Agricultural 
Resources Situation and Outlook Report expires in the 
month and year shown on the top line of your address label. 
If your subscription is about to expire, renew today. Call 
1-800-999-6779. 


ERRATUM: 


The following material was omitted from “Recent Trend of Farmland Values in the Corn Belt” on page 14 of the June 1989 
issue of the Agricultural Land Values and Markets Situation and Outlook Report: 


Note that the percentage increase in values slowed during 
1977-80. 


Inflation-Adjusted Values Drop 
64 Percent During 1980-87 


The decline in farmland values from 1980 to 1987 was due 
to lower real returns to land, and the unequal effects of lower 
inflation on expected future returns and interest rates. Lower 
inflation slowed the likely growth of nominal returns. But 
nominal interest rates did not similarly fall with inflation. 
The result was the highest real interest rates since the Great 
Depression. 


With falling land values, higher debt-to-asset ratios compli- 
cated the financing of farmland purchases for many potential 
buyers. Lower equity values with falling land prices and 
higher interest rates on real estate and operating loans cre- 
ated financial stress for many producers. Potential land 
investors with cash found financial assets with high interest 
rates to offer better returns than farmland. The forced sales 
of farmland contributed to the further decline in farmland 
prices. 
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Summary 


U.S. farmland values through 1989 and early 1990 are 
expected to continue increasing at an average rate slightly 
above this past year’s 6 percent. Higher net farm income, 
lower inflation-adjusted interest rates on farm real estate 
loans, and moderate growth in inflation underlie the forecast. 


The average value of an acre of farmland climbed to $597 
during February 1988 to February 1989, the second straight 
increase after declines since 1982. Despite 2 years of gains, 
average farmland values remain 27 percent below the 1982 
record. Values rose in 9 of 10 farm production regions; the 
Southern Plains showed a 2-percent drop. The regional 
increases signal a strengthening from a year ago when farm- 
land values were higher in six regions, lower in three, and 
unchanged in one. 


When adjusted for a near 5-percent inflation rate during the 
preceding 12 months, the February 1989 real value per acre 
rose slightly from a year earlier, the first increase in real val- 
ues since 1980. Yet the current value remains 47 percent 
below its 1980 high. 


The February 1988-89 increase in farmland values was sup- 
ported by several factors. Net cash farm income reached a 
record high in 1988 for the second straight year. Although 
producers in areas hit by last summer’s drought realized 
lower crop yields, grain producers (particularly those with 
irrigation and those holding stored grain) benefited from 
sharply higher market prices during the second half of the 
year. Crop receipts were the highest in 3 years. Federal 
drought assistance payments also helped offset lower produc- 
tion in drought-stricken areas. Higher cattle prices raised 
cash receipts from livestock to a record high. Also, the Con- 
servation Reserve Program continued to strengthen farmland 
values in some areas. 


Farm real estate debt fell again in 1988, down 5 percent from 
1987 and 27 percent from the 1983 record. The ratios of 
debt to equity and to net cash income also declined, indicat- 
ing that some producers had improved capacity to buy land. 
However, nominal interest rates on farm real estate loans 
averaged a half percent higher in 1988, which raised finance 
costs. 


The Northeast registered the largest gains in regional farm- 
land values (up 13 percent) led by Pennsylvania’s 21-percent 
increase. Northeast values have been rising since the mid- 
1940’s. Values in the Lake States, Corn Belt, and Northern 
Plains advanced rapidly in the late 1970’s and then fell 
sharply around the mid-1980’s. Even with gains of 5 percent 
this year and 7 percent last year, the Lake States’ current 
value is 46 percent below the 1981 record. Similarly, Corn 
Belt values increased 10 percent during February 1988-89 


(Iowa up 17 percent) and Northern Plains’ values rose 9 per- 
cent (Nebraska up 15 percent), but current values remain 45 
and 39 percent, respectively, below record highs. 


Varied land uses in Appalachia and the Southeast helped 
lessen the declines in farmland values that occurred in most 
regions around the mid-1980’s. Appalachia’s 6-percent gain 
this year brought the region’s average to only 6 percent 
below the 1981 record, and the Southeast’s 7-percent 
increase raised the regional average to a record high. The 3- 
percent increase in the Delta States, the first since 1981, left 
that region’s average 40 percent below 1981. 


A 5-percent drop in Texas more than offset the 9-percent 
gain in Oklahoma, leading to an overall 2-percent decline for 
the Southern Plains. Higher values in the Pacific region (5 
percent) and the Mountain region (1 percent) signaled the 
first increases since 1984, Current values in all three regions 
remain around 30 percent below their peaks. 


Cash rents for cropland in 1989 tended to be higher in most 
States, especially in the Corn Belt and Delta States. The 
ratio of cash rents to land values was unchanged or slightly 
lower for most States, except those in the West, where rents 
increased proportionately more than cropland values. Cash 
rents for pasture were near 1988 levels for most States. 
Record cattle prices helped maintain and increase pasture 
rents. 


Voluntary and estate sales accounted for two-thirds of 
reported farmland transfers in 1989, while foreclosures, 
bankruptcies, and condemnation sales jointly comprised 15 
percent (21 percent in 1988). Farm owner/operators were 
involved in 57 percent of all farmland purchases, accounting 
for 57 percent of the acreage sold and 54 percent of the total 
value of sales. Nonfarmers participated in 29 percent of the 
sales, representing 32 percent of the acreage sold and 37 per- 
cent of total value of sales. 


About 87 percent of the farmland sold was expected to 
remain in agricultural uses 5 years after purchase, 2 percent 
in forestry, and 11 percent in other uses. Agricultural uses 
accounted for at least 90 percent of all expected uses in the 
Lake States, Corn Belt, Northern Plains, Mountain, and 
Pacific regions. Other uses, principally recreation, housing, 
and commercial/industrial operations, were expected to be 
highest in the Northeast (28 percent) and the Southeast (20 
percent). 


About two-thirds of the sales involved credit financing, 
down substantially from 90 percent in the early 1980’s when 
farmland prices were their highest. Debt to purchase price 
averaged 73 percent in 1989, about the same as a year ear- 


lier, but down from 78 percent in the early 1980’s. Commer- 
cial banks provided 34 percent of the credit for reported 
sales, up from 32 percent a year earlier, and 4 percent in the 
early 1980’s. Other principal suppliers included seller 
financing (24 percent) and the Farm Credit System (29 per- 
cent). 


Foreign ownership of U.S. agricultural land increased 99,000 
acres in 1988, raising the total to 12.5 million acres as of 
December 31, 1988. Less than 1 percent of all privately 
owned U.S. agricultural land and about 0.5 percent of all 
U.S. land are foreign owned. 


Taxes on U.S. farm real estate totaled just over $4.3 billion 
in 1987, the most recent year for which information is avail- 
able. Taxes in 1987 were 8 percent above a year earlier and 
16 percent above 1982. The 1987 tax averaged $4.97 per 
acre ($4.60 in 1986) and the tax per $100 of full-market 
value averaged $0.86 in 1987, up from $0.73 in 1986. 


Outlook 


The average value of U.S. farmland is expected to continue 
rising during February 1989-90 at a rate slightly above this 
past year’s 6-percent. This outlook was developed from a 
national model for forecasting U.S. farmland values. Higher 
net farm income, lower real (inflation-adjusted) interest rates 
on farm real estate loans, and moderate growth in inflation 
underpin the forecast. 


Net cash income in 1989 is forecast to be down from the 
1988 record, primarily because of lower Government pay- 
ments, higher production expenses, and some rebuilding of 
grain inventories drawn down in 1988. However, net farm 
income, which includes changes in the value of commodity 
inventories, may exceed the 1987 record. State and regional 
shares of national farm income will depend on production 
decisions and 1989 growing conditions within the areas. 
Last year’s drought is not expected to be repeated. Yet dry 
conditions and winterkill have reduced the winter wheat crop 
in Kansas, the Southern Plains, and much of the Mountain 
region. California is also experiencing drought conditions. 
Some producers who sold stored grain in 1988 will have less 
to fall back on this year if their production is down again. 


Interest and inflation rates are expected to be moderately 
higher in 1989. Higher interest rates will increase finance 
costs for purchasing farmland and for operating expenses. 
Because farmland is often considered a hedge against infla- 
tion, higher inflation rates may help push farmland values 
up. Returns to farm equity are currently forecast at between 
4 and 5 percent, up from last year’s 2.9 percent. The 4.4 per- 
cent in 1987 has been the highest in the 1980’s. 


Farm real estate debt is expected to be slightly higher in 
1989, the first increase since 1983. Higher asset values in 
1989 may offset the increase in debt so that the ratio of debt 
to equity may be unchanged from last year’s. The ratio of 
debt to equity declined during 1985-88. 


The Conservation Reserve Program (CRP) continues to 
strengthen values of below average cropland in some areas. 
Additional signups are planned for July 1989 and for 1990 
with the goal of expanding the current enrollment of 30.6 
million acres to 40-45 million by the end of 1990. 


Recent surveys point to expected higher farmland values. In 
a May 1 national survey of rural appraisers, about 68 percent 
expected farmland values to be higher during May 1989 to 
May 1990, while about one-fourth expected unchanged val- 
ues, and only 6 percent expected lower values. Overall, 
appraisers anticipated values to increase about 3.5 percent 
during May 1989-90, a rate lower than that developed from 
the national forecasting model. Appraisers will be resur- 
veyed on August 1 for their opinions on expected changes in 
farmland values. Higher 1989 first quarter farmland values 
were also reported for the Federal Reserve Districts of Chi- 
cago, Minneapolis, and Kansas City. Values continued 
lower in the Dallas District. 


Because investors typically consider a multiyear period 
when buying farmland, they must try to anticipate changes in 
farm programs, which expire in 1990, as well as outcomes of 
current trade negotiations. Improvement in the export mar- 
ket for U.S. agricultural commodities offers the most likely 
source of significant increases in commodity prices and — 
retums to land. 


Value of U.S. Farmland 6 Percent Higher 


USS. farmland values averaged $597 per acre as of February 
1989 (table 1). The 6-percent national increase from Febru- 
ary 1988 to February 1989 represented the second consecu- 
tive gain after 5 years of declining values following the 
record $823 per acre in 1982. Even with recent increases, 
the 1989 value remains 27 percent below the 1982 high. 


After adjusting the 6-percent nominal increase in value for 
inflation, which averaged about 5 percent in 1988, the real 
(inflation-adjusted) value of U.S. farmland in 1989 rose 1 
percent, but continued nearly 47 percent below the 1980 
high. 


Farmland values primarily reflect investors’ expected returns 
to land and interest rates on real estate loans. Past move- 
ments in returns, interest and inflation rates, and farmland 
values help form these expectations. Changes in these fac- 
tors usually have a lagged effect on farmland values. 


Several factors contributed to the increase in values. Net 
cash income to farmers and ranchers in 1988 surpassed last 
year’s record high. Rising prices helped boost crop receipts 
to their highest in 3 years. Higher cattle prices helped 
expand cash receipts from livestock to record highs in 1988. 


Although producers—except those with irrigation—experi- 
enced lower crop yields because of the drought in 1988, 
grain producers benefited from sharply higher market prices 
during the second half of the year, especially those selling 
stocks from earlier years. Federal drought assistance pay- 
ments provided some relief to blunt the short-term impact of 
Figure 1 
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the drought. Also, the Conservation Reserve Program con- 
tinued to strengthen farmland values in some areas. 


Farm real estate debt continued to fall in 1988, down 5 per- 
cent from 1987 and 27 percent from the 1983 record. The 
ratios of debt to equity and to net cash income declined 
again in 1988, indicating a stronger financial capacity of 
some producers to buy land. Yet nominal interest rates on 
farm real estate loans averaged a half percent higher in 1988. 
Because most of the increase occurred in the last 6 months, 
its impact on current land values may not yet be fully real- 
ized. Although real (inflation-adjusted) interest rates were 
lower in 1987 and 1988, they continue to be well above rates 
in the 1970's. 


The February 1989 value of farmland and buildings for the 
48 States totaled $594 billion, 6 percent above a year earlier 
(table 2). Because the acreage in farms and ranches does not 
change much from year to year, the percent changes in total 
value closely parallel changes in per acre values of farmland. 


Farm buildings accounted for 13 percent of the total value of 
farmland and buildings in 1989 (app. table 1). Building val- 
ues as a proportion of total value ranged from 8 to 12 percent 
for most regions. Percentages were notably higher in the 
Lake States (19 percent), Appalachia (20 percent), and the 
Northeast (26 percent). 


The per farm value of farmland and buildings in the 48 con- 
tiguous States averaged nearly $276,000 in 1989, 6 percent 


Change in Per Acre Nominal Values of U.S. Farmland 
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Table 1--Average per acre value of farmland and buildings, by State, 1982-89 1/ 
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Northeast: 
Maine : 
New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
New York 
New Jersey. 
Pennsylvania 
Delaware 
Maryland 


Lake States: 
Michigan 
Wisconsin 
Minnesota 


Corn Belt: 
Ohio 
Indiana 
Illinois 
Iowa 
Missouri 


Northern Plains: 
North Dakota 
South Dakota 
Nebraska 
Kansas 


Appalachia: 
irginia : 
West Virginia 
North Carolina 

Kentucky 
Tennessee 


Southeast: 
South Carolina 
Georgia 
Florida 
Alabama 


Delta States: 
Mississippi 
Arkansas 
Louisiana 


Southern Plains: 
Oklahoma 
Texas 


Mountain: 
Montana 
Idaho 
Wyoming 
Colorado 
New Mexico 
Arizona — 
Utah 
Nevada 


Pacific: 
Washington 
Oregon | 
California 
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Table 2--Total value of farmland and buildings, by State, 1982-89 1/ 
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Percent Change in Farmland Value Per Acre, February 1988-89 
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above a year ago (app. table 2). The average size of opera- 
tion was 463 acres. 


The Mountain region recorded the highest average of farm- 
land and buildings ($472,800) primarily because of the large 
size of many farms and ranches which include large tracts of 
grazing land. The average size of operation was 2,050 acres, 
but because of the prevalence of relatively low-valued graz- 
ing land, the per acre value of $230 was lowest among all 
regions. State averages ranged from nearly $364,000 per 
farm in Utah (850 acres per operation) to $954,300 in Ari- 
zona (4,500 acres per operation). 


A combination of average-size (435 acres), but relatively 
high-valued ($997 per acre) operations led to an average per 
farm value of $433,400 in the Pacific region, second highest 
in the country. 


Values per farm were also high in the Northeast, but largely 
because of high per acre values. The average value of farms 
was $333,300, but the average farm size was only 168 acres. 
Farm size in New Jersey, for example, averaged only 112 
acres, but its value of $7,241 per acre brought the State’s 
average value per farm to $812,150, second highest in the 
country. 


Appalachia’s $157,700 per farm was the lowest among all 
regions because of the small (153 acres) average size of oper- 
ations. The region’s average value of $1,028 was third high- 
est among the 10 regions. 


Northeast and Corn Belt Continue 
To Lead Regional Increases 


The Northeast’s 13-percent increase and the Corn Belt’s 10- 
percent expansion in farmland values during February 1988- 
89 led all regional increases, as they did a year ago. Most 
other regions realized increases of 5-9 percent, except the 
Delta States (up 3 percent), Mountain States (up 1 percent), 
and the Southern Plains (down 2 percent). The widespread 
increases in regional values contrast with a year earlier when 
six regions showed increases, one had no change (Delta 
States), and three reported lower values (Southern Plains, 
Mountain, and Pacific). 


In the following regional highlights, 1988 farm incomes are 
preliminary. 


Northeast 


Farmland values continued upward in 1989 as they have 
since the mid-1940’s. The demand for land, including farm- 
land, for urban development, second homes, and other nonag- 
ricultural uses affects farmland values throughout the region, 
especially in the New England States. Farmers’ net cash 
income in 1988 was lower in all States, except Delaware and 
New Hampshire. 


The 17-percent expansion in New Jersey’s farmland values 
brought the State’s per acre value to $7,241 in 1989, the 
highest among the 48 States. Strongest value increases 


Figure 4 
Percent Change in Farmland Value Per Acre, Peak Year to February 1989 
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occurred in the northeast areas, which are the State’s most 
urbanized. 


New York, Pennsylvania, Delaware, and Maryland also have 
highly urbanized areas, but agriculture remains relatively 
more important than in other States in the region. All these 
States experienced lower values around the mid-1980’s. By 
1989, however, all except Maryland had recovered to record 
levels. Maryland’s 1989 value of $2,216 remains nearly 12 
percent below the record $2,530 in 1981. Pennsylvania’s 21- 
percent increase in farmland values was the largest of all 
States. Values were generally higher throughout the State, 
but especially in the southeast portion which includes Phila- 
delphia. 


Lake States 


Even with the region’s 13-percent increase in farmland val- 
ues over the past 2 years, the $673 per acre in 1989 remains 
46 percent below the 1981 record. Regional values rose rap- 
idly in the 1970’s, tripling during 1974-81, but then fell 50 
percent during 1981-87. 


The 1988 drought reduced yields of major crops, but with 
higher market prices and sales of stored grain, cash receipts 
increased in all States. The higher receipts, however, were 
offset by higher expenses leading to slightly lower net cash 
income in Michigan and Wisconsin. Minnesota farmers real- 
ized higher incomes. 


Strongest value increases were in the southern portions of 
each of the States, where agriculture is most important and 
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the urban centers are located. Increased CRP enrollment in 
Minnesota may also help account for the State’s 7-percent 
growth in farmland values this past year. To date, 
Minnesota’s enrollment represents nearly 6 percent of all 
CRP acreage. 


Corn Belt 


Movements in Corn Belt farmland values generally track 
those of the Lake States. Even with a 20-percent increase 
during the past 2 years, the 1989 regional value of $981 per 
acre is still 45 percent below the 1981 high. 


Most of the region suffered from the 1988 drought. Com- 
pared with a year earlier, corn yields were off nearly one- 
third or more (35 percent in Iowa and 45 percent in Illinois) 
and soybean yields were down about 30 percent (19 percent 
in Missouri). Crop and livestock receipts in 1989 were 
higher in all States, partly due to sales of carryover grain 
stocks. Regionwide com inventories, as of December 1, 
1988, were about 30 percent below a year earlier; soybean 
stocks were down nearly 25 percent. Despite higher cash 
receipts, 1988 net cash incomes were down for all States, 
except Missouri, which appeared least affected by the 
drought. 


Iowa’s 17-percent increase in farmland values during Febru- 
ary 1988-89 led the region and follows a 19-percent increase 
a year earlier. The relatively large increases may partly rep- 
resent a market correction of the large value declines—com- 
pared with those in surrounding States—during 1982-87. 


Figure 5 


Percent Change in Farmland Value Per Acre, February 1988-89 and 
Peak Year to February 1989, by Farm Production Regions 
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The Corn Belt has 14 percent of all CRP acres, with the larg- 
est enrollments in Iowa and Missouri. 


Northern Plains 


Farmland values continue to recover from the sharp drops 
during 1983-87. The current regional value—$333 per 
acre—is nearly 40 percent below the 1982 high. February 
1988-89 increases ranged from 3 percent in North Dakota to 
15 percent in Nebraska. North Dakota was hit by the 
drought, while Nebraska producers largely escaped it. Net 
cash incomes were higher in all States in 1988, particularly 
North Dakota. 


North Dakota’s principal crop is spring wheat for which 
1988 yields were about half of a year earlier. Yields for 
other crops were sharply lower too. Yet cash receipts from 
crops were substantially higher as grain inventories from ear- 
lier years were drawn down and sold. Wheat stocks on 
December 1, 1988, were 35 percent below a year earlier and 
nearly 45 percent below December 1986. Livestock receipts 
were higher too as herds were reduced because of poor graz- 
ing. North Dakota’s CRP enrollment is second largest 
among all States, currently accounting for just over 8 percent 
of the national total. 


Although wheat and soybean yields in Nebraska were off 
around 15-20 percent during 1987-88, yields for corn, 
Nebraska’s principal crop, were close to preceding years. 
Com yields held up because much of the acreage is irrigated. 


10 






Southern 














Appalachia 
6 


6 







Southeast 


7 
0 






Strongest farmland value increases occurred in irrigated 
areas of the State. 


Just over one-fourth of all CRP acreage is in the Northern 
Plains. Largest enrollments are in Kansas and North Dakota. 


Appalachia 


Higher farm incomes in 1988 helped raise the regional farm- 
land value 6 percent during February 1988-89. While agri- 
culture continues to be important, land uses are more varied 
than, for example, in the Corn Belt, Northern Plains, and 
other predominantly agricultural regions. Values increased 
sharply in the late 1970’s, but after peaking in 1981, 
declined only moderately compared with most other regions. 
Demand for land for rural industry and recreational uses and 
for commuter, retirement, and vacation homes helped sup- 
port land values throughout the 1980’s. The 1989 value is 
only 6 percent below the 1981 high. 


Virginia’s 13-percent increase led the regional expansion. 
Largest increases were in the northern portions of the State 
where demand for urban uses is strong. After several years 
of lower values, Kentucky and North Carolina showed 3- 
and 6-percent increases, respectively. Higher crop yields in 
both States, except corn in Kentucky, helped boost farm 
incomes to record highs in 1988. Strongest increases in 
farmland values within the States occurred in the central por- 
tion of North Carolina and in northern Kentucky. Both areas 
include urban centers. 


Southeast 


Land uses are also varied in the Southeast. Value increases 
over the past 2 years have brought the regional average back 
to the 1981 record. State increases ranged from 4 percent in 
Alabama (the first since 1981) to 9 percent in Georgia and 
South Carolina. 


Farm incomes were higher in all States and substantially 
higher in Alabama and Georgia. Farmland values were 
higher in most of Alabama and especially higher in the 
wheat-soybean producing areas. Both wheat and soybean 
yields were substantially higher in 1988. 


South Carolina’s 9-percent gain followed a 10-percent 
increase a year ago. Woodland values were substantially 
higher in 1989. Woodland accounts for 25-30 percent of all 
land in farms. Farmland values were also higher in the 
tobacco and wheat-soybeans areas, which also include sev- 
eral metropolitan centers. 


Delta States 


The region’s 3-percent increase in 1989 was the first since 
1981. Higher yields of major crops in the past 2 years and 
stronger market prices led to sharply higher crop receipts in 
1988. This, together with expanded livestock receipts, led to 
substantially higher net cash incomes in 1988. 


Increases in State values ranged from 2 to 3 percent over a 
year earlier. The more moderate 2-percent gain in Louisiana 
likely reflects ongoing economic adjustments following the 
1986 drop in energy prices. Farmland values in all three 
States were relatively higher in the wheat-soybeans, rice, and 
cotton areas. Most of these crops are grown in the Delta 
Plain. 


Southern Plains 


The 5-percent drop in Texas farmland values more than off- 
set a 9-percent gain in Oklahoma, leading to a 2-percent 
decline for the region. Although values have been declining 
since 1985 and are still 30 percent below the 1985 record, 
the rate of decline has slowed. 


Farm income was sharply higher in Oklahoma, where wheat 


producers realized record yields. Receipts from livestock 
were also higher. The largest farmland value increases 


occurred in the principal wheat-producing areas. 


Values continued lower in Texas, largely due to lower values 
for grazing land, which accounts for about two-thirds of the 
State’s land in farms and ranches. The Texas economy con- 
tinues to adjust to the 1986 drop in energy prices which, in 
turn, appears to have dampened the demand for land, includ- 
ing farm and ranch land, for nonagricultural uses. 


Mountain 


Much of the northern portion of the region experienced 
drought in 1988. Winter wheat yields were lower, particu- 
larly in Montana (down 47 percent) and Colorado (down 12 
percent). Spring wheat and durum yields were also sharply 
lower in Montana. However, cash receipts from crops were 
higher in 1988, due to higher prices and a drawdown of 
stocks. December 1988 wheat stocks in the region were 
close to 40 percent below a year earlier (47 percent lower in 
Montana). Higher gross receipts from crops and livestock 
were more than offset by increased expenses, which lowered 
net cash incomes in most States except Idaho and Montana. 


The 1-percent regional increase during February 1988-89 
was the first since 1984. Value changes ranged from a 3-per- 
cent decline in Wyoming to a 7-percent gain in New Mex- 
ico. Farmland values are closely linked to the value of 
grazing land, which comprises more than two-thirds of all 
land in farms and ranches in most States. Wyoming’s 3-per- 
cent drop in farmland values resulted from lower values for 
grazing land, which accounts for about 91 percent of all land 
in farms and ranches. In contrast, higher grazing land values 
in New Mexico, where over 95 percent of the agricultural 
land is in grazing, contributed to the State’s 7-percent 
increase in farmland values. 


Twenty percent of all CRP acreage is in the Mountain 
region. CRP acreage is concentrated in Montana (2.5 mil- 
lion), Colorado (1.8 million), and Idaho (0.7 million). 


Pacific 


Land uses are varied in this region, as in the East Coast 
regions. This year’s 5-percent increase was the first since 
1984. State values ranged from no change in Oregon to a 6- 
percent gain in California. Net cash incomes were higher in 
California and Washington, but lower in Oregon. 


Higher farmland values in the wheat and specialty crop areas 
of Oregon were offset by lower values in areas predomi- 
nantly in pasture. Pasture accounts for about two-thirds of 
all land in farms. 


Dry and irrigated cropland and woodland values were higher 
in California in 1989. Pasture values were down from a year 
earlier. Strongest increases in farmland values were reported 
for the coastal area, which includes the urban centers, and 
the southern portion of the State. 


Recent Updates In Farmland Values 


In a May 1989 survey, a national panel of close to 500 
accredited rural appraisers provided information on recent 
changes in farmland values within their specified areas and 
opinions on expected changes in values. Area responses 
were then weighted to form regional and national estimates. 


Ad 


Regions in National Survey of only 1 percent specified lower values (table 3). Higher val- 


Rural Appraisers ues were reported most frequently in the North Central 
region, while the majority of appraisers in other regions felt 


values were stable. The 2.2-percent increase at the national 
ae yeni ee level was led by a reported 3.6-percent gain in the North 
ae Norma Central region, where appraisers reported better commodity 
vi feel North Cen ae prices as the principal factor behind the increase. 


Appraisers see a moderating in U.S. value increases to 
around 0.6 percent during May through July 1989. About 75 
percent of the appraisers expect stable values and only 24 
percent anticipate increases. Most optimism for higher val- 
ues is in the North Central region and the West. 







Looking ahead 12 months to May 1990, appraisers expected 
U.S. farmland values to rise about 3.4 percent, with regional 
increases ranging from 2.4 percent in the South and North- 


Consequently, appraisers’ expectations of farmland values east to 4.5 percent in the North Central region. About 68 per- 

were developed differently from the Economic Research Ser- cent of all appraisers expected higher values during May 

vice forecast given earlier in the Outlook section. 1989-90, while 26 and 6 percent anticipated stable and lower 
values, respectively. 

At the national level, nearly 47 percent of the appraisers in 

the May 1 survey reported higher values during the preced- The 3.4-percent increase forecast for May 1989-90 repre- 

ing 3 months, about 52 percent indicated no change, and sents a slowing from the 4.0 percent reported for November 


Table 3.--Changes in farmland values, as reported by accredited rural appraisers, as of May 1, 
1989, and November 1, 1988 


May 1, 1989 Survey 
Share reporting values Share expecting values Share expecting values 
during Feb. through Apr. during May through July during May 1989 through 
were: to be: May 1990 to be: 


wee eee meee ee eee ee ee ee ee es PM MP em em mm em me ee eee ew eee Be Pe ee em em eee eee meee wee eee 


Percent 
Northeast 12 88 0 0.4 6 94 0 0.1 47 53 0 2.4 
No. Central 67 33 * e5<O 26 %3 1 1.0 70 26 4 4.5 
South 26 73 (liens tree 17 82 1 0.3 61 33 6 2.4 
West 46 53 1 1.4 30 69 1 0.5 74 18 8 3.3 
Boe lh ne OR ne Ce ao ee ot on Hada sncepac ban sekck ences 1 6,- eaarne ae ad 
November 1, 1988 
Laas tc Share reporting values Share expecting values Share expecting values 
during pg aon Oct. eyo no tenet through cat Ueno een tree through 
RE BRAS I? Change see Gi TENDS “changes tem WOE change 


in in 
Higher Same Lower value Higher Same Lower value Higher Same Lower value 


wee mem eee mm em ee ee ee ee em ee ee ee ee ee ee ee ee ee ee ee em ee mee ee eee ee ee ee mem ee ee ee ee meee ewe ew eee ee eee meee eee ee 


Northeast 74 25 1 1.8 80 20 0 1.5 100 0 Lt) 5.2 
No. Central 53 43 4 2.8 50 48 2 dew 72 23 5 a2 
South 37 61 2a liO 41 45 14 0.2 67 21 12 2.9 
West 26 64 10 0.6 42 52 6 0.7 70 25 5 3.4 

U.S 40 55 5a 16 46 48 0.9 71 22 7 4.0 


we w eee eee ee ee ee ee ee ee eee ee ee ee we ee ee ee ee ee ee ee ee ee ee Be ee Pewee ee wee ee eee ee eee em eee eee eee ew eee ee eee eee 


* = Less than 0.5 percent. 
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1988-89, as reported from the November 1, 1988, survey 
(table 3). Increases expected for November 1988-89 were 
higher in all regions, particularly the Northeast and North 
Central, than those anticipated for May 1989-90. 


A survey of agricultural bankers in the Federal Reserve 
Bank of Chicago District (Iowa, northern portions of Illinois 
and Indiana, southern Wisconsin, and Michigan) indicated 
that the value of “good” farmland increased 3 percent during 
January-March 1989, the same as in the preceding 3 months. 
District values have increased for 8 consecutive quarters. 
State increases during first-quarter 1989 ranged from 2 per- 
cent in Iowa and Wisconsin to 5 percent in Indiana. Nearly 
three-fourths of the bankers surveyed expected farmland val- 
ues to be stable during the second quarter, while just under 
one-fourth expected higher values, and 3 percent lower val- 
ues. Strong demand for farm loans is pushing interest rates 
higher. 


Rural bankers in the Federal Reserve Bank of Minneapolis 
also reported higher values in their region during first-quar- 
ter 1989. The average value of nonirrigated cropland at the 
end of March was 7.3 percent above a year earlier, compared 
with a 5.7-percent gain during the 12 months ending in 
December 1988. The 12-month expansion of pasture or graz- 
ing land values at the end of the first quarter was 4.5 percent, 
substantially above the 2-percent reported in the preceding 
quarterly survey. Interest rates rose in the first quarter, and a 
majority of bankers surveyed expected higher rates in the 


upcoming quarter. The Minneapolis District includes Mon- 
tana, North and South Dakota, Minnesota, northern Wiscon- 
sin, and Michigan’s Upper Peninsula. 


The Federal Reserve Bank of Kansas City (Kansas, 
Nebraska, Oklahoma, Wyoming, Colorado, northern New 
Mexico, and western Missouri) reported a 3.9-percent 
increase in nonirrigated cropland values during January- 
March 1989. Values for irrigated cropland and ranch land 
were 4.9 and 3.6 percent higher, respectively. Gains in crop- 
land values were strongest in Nebraska and Oklahoma. 
While cropland values were lower in Missouri, ranch land 
values increased about 6.5 percent. 


Farmland values in the Federal Reserve Bank of Dallas Dis- 
trict declined during the first quarter of 1989. (Values are 
based on a 3-quarter moving average.) The district includes 
Texas, southern New Mexico, and northern Louisiana. Dry 
and irrigated cropland values were off about 2 and 4 percent, 
respectively, a slightly greater rate of decline than reported 
for fourth-quarter 1988. Although ranch land values were 
down about 2.7 percent in the past quarter, the drop was less 
than in the preceding quarter. Higher ranch land values in 
New Mexico and Louisiana were more than offset by lower 
values in Texas. Most district bankers expected farmland 
values to be stable during the second quarter. Interest rates 
on long-term farm real estate loans were significantly higher 
during the first quarter, continuing increases that began in 
the second half of 1988. 


Recent Trend of Farmland 
Values in the Corn Belt 


Land values in the Corn Belt, like values everywhere, are pri- 
marily based on expected returns to land. Corn Belt land val- 
ues are more readily analyzed than values in other regions. 
First, less urban influence means farmland values are more 
closely related to farm activities than, for example, in the 
Northeast. Second, because corn and soybeans dominate the 
returns to land, analyses can focus on returns from only two 
crops. 


A farmland investor usually requires that returns to land 
(income minus production costs, real estate taxes, and labor 
costs) cover the 1) cost of borrowing to finance the land pur- 
chase, and 2) interest that could be earned on the investor’s 
equity in the land. Therefore, the basic factors affecting land 
values are the expected returns to land and an interest rate 
that reflects both the cost of borrowed capital and the fore- 
gone return on equity capital. 


An analysis of farmland values in the Corn Belt shows that 
nearly 90 percent of the variation in regional values since 


1970 is associated with changes in per acre returns to corn 
and soybeans and interest rates on farm real estate loans. 


Corn Belt Farmland Value, Returns 
to Farm Assets, and interest Rates 
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Farmland includes land and buildings. Interest rates are preiiminary for 1988 
and projected for 1989. 
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Past movements in returns, interest rates, and farmland val- 
ues help shape these expectations. Because investors typi- 
cally consider a multiyear time period when buying farmland, 
they also need to anticipate longer-term changes in farm pro- 
grams, interest rates, technology, and export markets. 


Farmland Values Rise in the 1970’s 


From 1971 to 1973, per acre real returns in the Corn Belt 
more than doubled as expanding export markets pushed com- 
modity prices higher. At the same time, interest rates did not 
keep up with inflation so that real (inflation-adjusted) interest 
rates were lower. Farmland values, however, were only 
slightly higher because changes in values lag changes in eco- 
nomic conditions. 


Real returns trended downward after 1973, and real interest 
rates rose from near zero in 1974-75, but still averaged below 
early 1970 levels. Yet farmland values soared, especially dur- 
ing 1975-77. Optimism sparked by the increase in returns in 
the early 1970’s and continued low real interest rates sus- 
tained rising farmland values. 


Real values peaked in 1980 as returns stabilized and real 
interest rates fell sharply with high inflation rates. 


Recovery in 1988 and 1989 


By 1987, farmland values in parts of the Corn Belt had fallen 
to levels that allowed a substantial return on investments. 


This was especially true in Iowa, where the ratio of cash rent 
to value for cropland was near 10 percent, and land values 
had fallen below the value of land of comparable productivity 
in other parts of the Corn Belt. Higher rates of return and fall- 
ing debt-to-asset ratios set the stage for the 1988 and 1989 
increases in farmland values. Farmers and others began enter- 
ing the market with many buyers paying cash for land pur- 
chases, thereby reflecting expectations that farm returns 
would be competitive with returns on financial assets and 
other investments. 


Definitions 


Real value per acre: Average value per acre of land and 
buildings for the Corn Belt region. Nominal values were 
adjusted by the GNP deflator. The Corn Belt includes Ohio, 
Indiana, Illinois, Iowa, and Missouri. 


Real returns per acre: Net returns to land, including Govern- 
ment payments, for a composite acre of com and soybeans. 
Nominal returns were adjusted by the GNP deflator and aver- 
aged for the five States. 


Real interest rate: The average nominal interest rate charged 
by the Federal Land Bank System minus the inflation rate as 
measured by the GNP deflator. [Karl Gertel and Patrick 
Canning] 


Cash Rents Higher In 1989 


Nearly 46 percent of all U.S. farmland operated in 1988 was 
rented, according to ERS’ 1988 Farm Costs and Returns Sur- 
vey. (This count excludes land leased on an animal unit 
month basis). Leasing was most prevalent in the Corn Belt, 
Northern Plains, Southern Plains, and Delta States, where 
close to 50 percent of all land operated was leased. Leasing 
was least common in the Southeast, where only 26 percent 
of the land operated was rented. Thirty to 40 percent of the 
land was rented in all other regions. 


Tenants leased on a cash basis most often. In 1988, about 67 
percent of all rented land was rented for cash, 30 percent for 
shares, and 3 percent rent-free. Renting for cash was most 
widespread in the Lake States, Southern Plains, and Moun- 
tain regions, at slightly over 80 percent of all rented land. 
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Tenants cash rented least often in the Corn Belt (41 percent) 
and the Delta States (SO percent). Renting on a share basis 
was frequently used in both regions. 


Cash rents are indicators of the economic returns to farmland 
and, therefore, are embodied in farmland values. The timing 
of changes in rents and farmland values usually differs. 
Rents may vary from year to year as market conditions and 
growing conditions change. Farmland values incorporate a 
longer time stream of past and expected returns (rents) to 
land. For example, cash rents for most States in the Com 
Belt and Lake States regions continued upward through 1984 
even though farmland values began falling around 1981. 

The combination of these movements led to higher rent-to- 
value ratios for several year as farmland values fell more rap- 
idly than cash rents. 


Landowners continue to enroll cropland in the CRP, thereby 
removing it from production for 10 years. Because some 
enrolled land was previously rented, fewer acres may be 
available to rent. Also, some producers placing land in the 
CRP and enrolling base acres in annual commodity pro- 
grams may seek rental land. This increased demand and less 
land in the rental market would push cash rents higher. 


An additional 8.8 million acres were enrolled in the CRP in 
1988. Largest enrollments were in the Northern Plains (2.8 
million, with high signups in Kansas and North Dakota), the 
Southern Plains (1.4 million, mostly in Texas), and the 
Mountain region (1.7 million, especially in Montana and Col- 
orado). The 2.5 million acres enrolled in February 1989 
raises total enrollment to 30.6 million. 


Cash Rents for Farms 


Information on cash rents for entire farms is generally lim- 

ited to States east of the Plains regions. Renting entire farms 
is not a common practice in other States. Rents were gener- 
ally higher in 1989, particularly in the Corn Belt, where they 


Table 4--Farms rented for cash: ET ee cash 


value, selected States, 1985- 


State 1985 1986 1987 1988 
Dollars 
Northeast: 
Maine 22.70 22.20 30.20 30.40 
Vermont 34.30 * * 30.10 
New York 28.50 26.60 28.80 29.4 
New Jersey. 41.70 44.60 58.20 51.70 
Pennsylvania 35.80 34.80 39.30 43.80 
Delaware 63.30 64.00 59.50 55.20 
Maryland 57.50 52.50 49.00 58.50 
Lake States: 
Michigan 46.00 43.90 41.50 39.20 
Wisconsin 53.20 43.70 42.40 50.30 
Minnesota 60.00 52.80 48.20 52.10 
Corn Belt: 
Ohio 72.20 65.90 58.40 62.00 
Indiana 92.70 83.10 74.30 73.90 
Illinois 103.80 100.10 86.10 83.20 
Iowa 98.40 83.00 75.70 82.10 
Missouri 46.60 42.10 38.60 44.70 


Northern Plains: 
North Dakota 
South Dakota 


Appalachia: 
irginia ‘ : ; : 
West Virginia 19.60 19.30 21.30 21.40 
North Carolina 45.80 35.60 29.60 28.40 
Kentucky 42.00 46.00 43.20 42.90 


Tennessee 35.40 41.20 34.90 34.70 
South t: 

Scauth Caroling 24.70 22.10 19.80 21.50 
Georgia 28.30 25.40 25.00 26.80 
Alabama 27.10 24.60 23.80 29.30 

Delta States: 
Mississippi 37.20 28.50 24.70 30.40 
Arkansas * 39.70 34.30 35.80 
Louisiana 47.10 37.90 33.40 36.00 


* = Insufficient information. 
1/ Current dollars. 


ranged from $47 per acre in Missouri to $91.40 in Iowa 
(table 4). Rent-to-value percentages were close to 1988 lev- 
els. Farm rents in the Corn Belt were lower in 1985-87, but 
have partially recovered in the last 2 years. 


Farm rents in Appalachia (except North Carolina) and the 
Southeast have been more stable over the past several years 
than rents in the predominantly agricultural regions. Rent-to- 
value percentages in Appalachia and the Southeast tend to be 
unchanged to lower in 1989 for most States. Rent increases 
for some have not kept pace with farmland value increases. 


Irrigated Cropland Rents 
Show Strongest Increases 


Substantially higher market prices coming into the 1989 pro- 
duction year, together with the increased certainty of produc- 
tion with irrigation, led to substantially higher rents in most 

States where irrigation is widely used (table 5). The benefits 
of irrigation were particularly evident in areas experiencing 

the 1988 drought. The Plains, Mountain, and Pacific regions 
account for most of the irrigated acreage. Highest rents were 


rent per acre and rent as a percent of 


Percent 

38.00 3.2 4.4 5.6 5.2 3.2 
28.30 6.0 * * uit 3.3 
34.60 4.6 5.2 4.1 4.1 3.2 
60.80 1.3 1.1 0.8 0.5 0.3 
44.10 2.3 2.4 2.5 225 2.1 
52.30 3.6 3.6 3.1 2.9 2.1 
53.60 2.4 Se 2.5 2.1 2.3 
42.50 5.1 5.5 6.1 5.6 6.0 
51.10 6.5 6.7 6.8 7.8 7.8 
54.10 7.6 9.0 9.1 8.5 8.4 
66.70 6.1 6.5 6.0 6.1 6.0 
78.00 7.1 7.7 7.4 7.2 7.0 
87.10 7.1 7.8 7.6 6.8 6.3 
91.40 8.5 9.0 9.3 8.4 8.3 
47.00 8.0 8.2 7.4 8.3 8.2 
24.20 7.4 8.1 7.7 8.1 8.1 
0.90 8.4 8.4 10.2 8.8 7.8 
29.20 2.8 3.1 2.6 2.7 1.8 
19.90 4.4 4.0 4.0 525 2.9 
34.10 Sah 3.4 2.6 2.4 2.5 
41.10 4.7 5.5 6.2 4.9 5.0 
39.10 4.1 5.4 4.2 3.8 4.3 
24.80 3.2 2.8 2.6 3.1 
28.40 4.5 3.9 3.2 3.5 3.3 
25.70 4.3 3.7 4.9 4.0 
31.80 4.9 4.5 4.2 5.6 5.7 
39.80 * 5.8 5.8 6.0 5.9 
44.10 2.8 2.4 3.2 3.7 4.9 


Estimated cash rent as a percent of per acre value of rented farmland. 
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Table 5--Cropland rented for cash: Average gross cash rent per acre and rent as a percent of value, 
selected States, 1985-89 1/ 


Rent per acre Rent to value 
States i) Cte eae een eee een eee eee ee nen ee ee a aa acaba led aaa 
1985 1986 1987 1988 1989 1985 1986 1987 1988 5 ap oey pact 
Dollars Percent 
Northeast: 
Maine 28.70 27.00 31.80 36.90 36.40 4.5 5.4 4.1 5.4 Sine 
Vermont 28.20 26.00 31.30 45.20 38.20 4.1 3.0 3.2 3.2 3.7 
New York 34.80 30.00 32.00 31.30 37.80 5.0 5.1 4.2 Sen 3.8 
New Jersey 43. aD 46.00 48.00 61.10 67.40 1.1 0.9 0.5 0.6 0.3 
Pennsylvania 43.0 37.20 40.00 42.70 46.50 Zao 2.7 2.5 2.4 1.9 
Delaware 66.80 64.50 61.40 51.70 57.10 3.8 3.7 3.0 2.9 2.7 
Maryland 63.60 54.50 50.80 50.50 55.10 2.7 3.3 ents 2.0 1.8 
Lake States: 
Michigan 51.10 47.70 41.90 41.70 44.20 5.5 5.8 5.9 5.9 5.9 
Wisconsin 53.10 48.80 44.80 45.40 50.90 6.3 7.0 7.3 7.3 7.7 
Minnesota 62.20 53.80 47.80 52.70 59.80 7.8 8.7 9.0 8.5 8.4 
Corn Belt: 
Ohio 72.60 70.30 63.20 65.60 70.80 5.4 6.5 5.6 6.3 6.4 
Indiana 95.70 85.60 77.00 77.00 83.10 7.3 7.5 ed 7.2 het 
Illinois 110.10 99.90 85.70 89.20 94.30 7.2 7.7 7.6 7.1 6.5 
Iowa 102.60 87.60 80.30 86.30 95.80 8.4 9.3 9.8 8.6 8.2 
Missouri 56.50 54.40 48.30 54.70 59.80 8.5 9.0 9.1 9.1 8.9 
Northern Plains: 
North Dakota 31.70 29.70 28.20 28.80 29.40 7.6 8.1 8.4 8.1 8.4 
court Der oLe 29.40 26.40 25.50 27.10 27.30 8.3 9.2 10.0 9.5 8.8 
ebraska-- 
(Nonirrigtd) 47.10 46.70 42.30 48.50 51.30 8.6 10.4 10.3 10.2 8.4 
5 (Irrigated) 92.50 86.30 81.20 85.50 100.10 9.6 10.6 11.6 10.5 9.8 
ansas-- 
(Nonirrigtd) 32.40 30.30 28.60 30.60 30.20 7.2 8.0 7.8 8.3 7.6 
(Irrigated) 61.50 58.40 59.70 54.10 62.50 8.7 9.8 10.4 9.8 10.3 
lachia: 
irginia 37.60 * 37.70 36.20 37.40 3.0 * 3.2 2.9 2.2 
West Virginia 25.30 25.60 31.70 29.70 35.70 4.2 4.3 4.2 4.6 3.8 
North Carolina 41.40 39.50 33.70 34.00 38.70 2.0 3.5 2.8 2.6 2.8 
Kentucky 50.70 53.60 53.30 52.70 62.10 5.2 6.0 6.8 6.1 6.5 
Tennessee 45.80 47.40 39.90 46.60 46.80 4.8 5.8 4.8 5.3 5.9 
Southeast: 
South Carolina 27.00 25.50 22.40 23.00 26.00 3.5 2.9 3.2 2.9 3.1 
Georgia 30.30 27.80 26.20 30.70 32.80 4.3 See 3.9 4.2 4.0 
Alabama 29.50 29.70 28.50 30.40 29.70 4.7 4.3 4.4 4.8 4.1 
Florida * 94.60 99.20 106.90 114.10 * 2.6 3.1 3.0 3.1 
Delta States: 
Mississippi 41.00 35.00 31.20 36.30 40.60 5.2 5.1 5.0 5.8 6.3 
Arkansas 51.00 48.20 44.40 50.40 52.00 6.4 6.5 6.5 7.2 6.4 
Louisiana 50.40 45.10 36.50 44.60 55.00 3.2 eit 3.6 4.8 6.0 
Southern Plains: 
Ok l ahoma-- 
(Nonirrigtd) 28.50 26.50 23.00 24.30 25.80 4.2 4.7 4.8 5.3 5.1 
(Irrigated) 39.60 * 37.20 33.70 36.10 5.0 * 8.3 6.8 6.8 
exas-- 
(Nonirrigtd) 21.30 20.20 19.90 20.50 22.60 1.9 ene 2.3 ee 3.1 
(Irrigated) 43.60 39.60 40.60 41.10 49.50 4.6 5.1 5.4 4.8 6.1 
Mountain: 
Montana- - 
(Nonirrigtd) 20.30 22.20 21.70 20.30 23.90 2.9 8.4 10.1 7.8 8.4 
fuente 61.60 55.90 41.70 42.00 54.40 3.6 6.6 6.1 5.6 8.5 
laho-- 
(Nonirrigtd) 32.50 32.40 34.10 30.80 38.70 Bat 6.0 7.6 6.7 7.0 
Gyenig amo 106.60 85.40 77.80 91.20 96.00 6.8 Teila 7.9 8.5 8.1 
oming-- 
(Noni rrigtd) 21.40 13.80 11.20 12.00 14.30 7.8 6.9 7.8 7.8 8.5 
A Ciprigated) 55.90 47.50 42.50 42.50 45.30 3.1 tate 7.0 8.7 8.7 
olorado-- 
(Nonirrigtd) 33.10 22.80 21.10 24.30 28.90 7.1 6.0 5.5 4.7 6.3 
i pry iigated) 82.20 63.40 59.10 63.80 68.70 6.3 6.0 6.6 687, 7.5 
ew Mex1co-- 
; (Irrigated) 80.70 79.80 69.80 74.40 70.50 3.4 3.0 2.7 2.3 3.9 
rizona- 
vegetated 142.80 134.30 124.10 146.40 153.40 1.4 1.1 1.3 1.4 1.5 
ta -= 
(Nonirrigtd) 35.30 25.40 23.50 25.80 27.30 255 2.3 3.3 3.3 3.8 
: cipng gated) 61.30 63.70 54.60 54.30 56.00 2.0 2.4 2.9 2.8 S25 
evada-- 
(Irrigated) 82.90 62.80 80.00 77.40 79.30 5.5 4.6 4.9 5.0 7.0 
Pacific: 
Washington-- 
(Nonirrigtd) 61.00 42.40 42.60 42.30 50.90 5.3 4.5 5.4 SE 6.8 
5 (Irrigated) * 118.30 96.60 89.70 92.50 ~ 7.4 7.3 5.1 6.5 
regon-- 
(Nonirrigtd) 50.30 50.70 49.70 42.20 55.70 4.1 6.6 5.7 4.4 7.2 
, Cheiage tee 122.40 96.00 88.10 81.50 84.00 7.6 7.6 6.2 5.8 7.9 
alifornia-- 
(Irrigated) 179.40 152.50 160.20 166.80 184.20 4.1 4.0 Sas 3.9 5.0 


=\Insufficient information... ..., ts ae ST Sr cea 
1/ Current dollars. Estimated cash rent as a percent of per acre value of rented cropland. 
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reported for California ($184.20) and Arizona ($153.40), but 
the largest 1988-89 percentage increases were in Nebraska 
(17 percent), Texas (20 percent), and Montana (30 percent). 


Rents for nonirrigated cropland were also generally higher in 
the Plains, Mountain, and Pacific regions, especially in 
Idaho, Washington, and Oregon. Rent-to-value percentages 
for both irrigated and nonirrigated cropland were up in most 
States in 1989. 


Cropland rents in all other regions, which include some irri- 
gated cropland, tended to be higher in 1989, continuing last 
year’s increases. Highest rents were reported for the Corn 
Belt, ranging from $59.80 in Missouri to close to $95 for 
Iowa and Illinois. Even though they increased in 1988 and 
1989, rents for most Corn Belt States remain about 20 per- 
cent below their highs in the early 1980’s. Rent-to-value per- 
centages in 1989 are comparable to last year’s, but relatively 
high compared with percentages in the early 1980’s, indicat- 
ing that current rents are high relative to values or that farm- 
land is undervalued. 


Rents were also higher in Appalachia (particularly Ken- 
tucky), the Southeast, and the Delta States (particularly Loui- 
siana). Changes in rent-to-value percentages were mixed. 


Pasture Rents Near 1988 Levels 


Cash rents for pasture were near 1988 levels for most States, 
but noticeably higher in the Delta States, Idaho, and Michi- 
gan (table 6). Record cattle prices helped maintain and 
increase pasture rents in most areas. 


Pasture rents are relatively high in States east of the Plains 
regions. For most States, current rents are reasonably compa- 
rable to rents in the early 1980’s. Current rent-to-value per- 
centages, however, are higher, indicating that rents have not 
come down as pasture values have fallen. 


Pasture rents in the Plains States and several Mountain 
States are relatively low because of more widespread grazing 
of ranchland. Rent-to-value percentages in the Northern 
Plains are well above early 1980 levels while those in the 
Southern Plains are comparable. 


Pasture rents are also relatively high in the Pacific region, 
where pastureland is more intensively managed than range- 
land in the Mountain region. 


Cattle grazing fees for privately owned nonirrigated land 
leased on an animal unit month basis varied during 1987-88 
(table 7). Fees in 1988 were substantially higher in Montana 
($9.79), Utah ($8.70), and Wyoming ($8.93). 


The 16-State average was $8.98, up from $8.09 a year earlier. 


Figure 7 
Average Cash Rents for Cropland by Region 
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Table 6--Pasture rented for cash: Average gross cash rent per acre and rent as a percent of value, 
selected States, 1985-89 1/ 


2 Rent per acre Rent to value 
Cee Oe eee oe oe eee ee ee eee ee ee ee ee eee nnn ee een ae ee nee ee tere od erin 
1985 1986 1987 1988 1989 1985 1986 1987 1988 1989 
Dollars Percent 
Northeast: 
Maine 16.30 * 16.30 21.40 17.60 4.7 * eee 4.3 1.3 
Vermont 17.00 * 14.40 -00 17.20 3.8 * 2.7 2.0 aud 
New York 15.90 17.90 14.40 16.50 16.00 4.9 5.7 3.5 3.7 3.4 
Pennsylvania 19.70 18.00 18.60 9.90 22.90 2.2 2.2 1.9 1.9 2.0 
Delaware 45.30 35.90 43.20 4.40 34.00 3.6 2.6 3.4 3.3 2.7 
Maryland 27.90 24.30 32.10 31.90 30.80 1.8 2.0 1.8 2.0 1.6 
Lake States: 
Michigan 16.10 17.5 15.90 20.00 1.5 4.2 4.1 3.5 4.7 
Wisconsin 23.20 22.00 20.20 21.40 23.30 5.9 6.7 7.2 7.2 6.7 
Minnesota 19.10 : 14.5 18.10 ; 5.4 6.4 7.0 7.2 6.6 
Corn Belt: 
Ohio 25.90 24.90 25.10 28.40 27.60 4.2 4.9 5.3 4.7 4.5 
Indiana 36.50 35.60 35.70 31.30 33.90 5.5 5.8 6.4 5.8 5.6 
Illinois 34.30 31.90 27.70 28.60 32.80 5.8 6.2 6.1 6.3 6.0 
Iowa 36.00 29.20 28.10 28.80 30.00 7.6 7.7 8.5 8.6 Meals 
Missouri 18.90 22.00 19.40 22.70 22.80 4.9 6.2 5.4 6.0 6.2 
Northern Plains: 
North Dakota 9.00 7.80 7.80 8.50 8.40 5.6 5.8 6.7 6.6 6.8 
South Dakota 8.10 7.30 6.30 6.40 7.10 7.3 7.5 8.7 8.3 7.9 
Nebraska 12.40 8.90 9.80 11.40 12.30 8.5 7.6 9.4 10.9 ait 
Kansas 13.10 13.20 10.80 11.80 10.80 4.5 5.9 5.5 5.5 5.2 
Appalachia: 
irginia | 22.30 20.00 22.80 20.40 21.00 2.5 2.7 2.8 2.4 1.6 
West Virginia 12.70 15.90 14.80 14.00 14.50 2.9 4.0 3.0 3.2 3.1 
North Carolina 21.40 20.60 19.20 20.70 22.50 2.0 1.9 NEC 1.9 1.8 
Kentucky 27.80 24.80 24.30 27.50 25.50 3.8 4.2 4.4 4.7 4.0 
Tennessee 23.50 23.60 21.60 22.70 26.40 3.9 4.2 3.0 3.3 55 
Southeast: 
South Carolina 17.00 16.10 15.60 17.60 18.40 2.7 2.4 2.3 2.2 2.2 
Georgia 21.00 19.40 19.20 20.80 21.00 3.2 3.2 2.9 2.9 2.4 
Florida * 20.60 32.30 25.20 27.10 * 1.2 1.5 0.9 1.2 
Alabama 16.60 17.10 17.10 18.60 18.00 3.7 3.3 3.5 3.8 3.7 
Delta States: 
Mississippi 19.10 14.00 12.80 14.70 15.90 3.2 Qal 2.4 3.4 3.4 
Arkansas * 17.60 14.10 16.00 19.90 * 3.4 3.1 Shc St, 
Louisiana 22.40 18.40 17.20 14.70 16.10 1.4 ite 2.0 1.8 2.1 
Southern Plains: 
Oklahoma 12.00 12.90 10.20 10.40 9.50 2.6 3.4 3.0 3.3 2.8 
Texas 8.30 7.80 7.70 7.80 7.30 0.9 1.0 1.0 eZ 1.4 
Mountain: 
Montana 6.00 4.80 5.20 4.20 5.00 2D 4.1 5.0 3.3 6.3 
Idaho 15.40 13.80 16.20 16.10 20.60 7.4 4.3 4.5 6.3 7.3 
Wyomin 5.10 5.8 5.20 4.50 5.50 1.4 5.8 5.2 5.9 5.2 
Colorado 12.10 9.9 8.30 9.30 -30 1.9 5.3 3.5 3.1 2.3 
Utah 20.90 23.20 18.30 17.10 19.00 1.5 1.9 225 2.3 3.2 
Pacific: 
Washington 40.60 30.80 23.60 32.40 29.10 2.9 6.0 3.3 4.9 6.8 
Oregon — * 21.20 16.10 14.50 14.40 * Thal 4.7 4.8 6.5 
California 29.20 * 30.30 33.80 37.10 0.8 * 0.9 1.4 4.0 


* = Insufficient information. 
1/ Current dollars. Estimated cash rent as a percent of per acre value of rented pasture. 


Table 7.--Cattle grazing rates on privately owned nonirrigated land, 1986-88 


Dollars per animal unit month 


Arizona 5.82 
California 7.93 
Colorado 8.28 
Idaho 7.51 
Kansas 8.17 
Montana 8.30 
Nebraska 9.75 
Nevada 2.95 
New Mexico 5.98 
North Dakota 7.63 
Oklahoma 5.08 
Oregon 7.69 
South Dakota 9.19 
Texas 8.79 
Utah_ 5.34 
Washington 9.77 
Wyoming 8.31 
16-State average 2/ 8.33 


7.19 4.47* 
8.46 9.43* 
8.27 8.43 
6.60 6.99 
8.87 9.42 
7.94 9.79 
10.29 10.40 
7.31 1/ 
5.82 5.46* 
7.41 7.67 
5.68 6.09 
5.91 7.03* 
8.61 9.98 
8.30 8.06 
5.98 8.70 
9.55 eon 
6.31 8.93 
8.09 8.98 


* = Coefficient of variation exceeds 25 percent. 


1/_ Insufficient number of reports for an accurate 
estimate of grazing rates. 2/ All States except Texas. 


Source: USDA, NASS. Agricultural Prices. PR 1 (12-88). Dec. 1988. 


Farmland Transfers 


The annual Farmland Market Survey of real estate brokers 
and appraisers, commercial bankers, officials of Federal lend- 
ing institutions, farmers, and ranchers provides data on acre- 
age, value, and terms of sale of recent farm and ranch 
transfers. Respondents also furnish information on types of 
buyers and sellers, tenure before and after sale, sources of 
financing, and the probable use of the land 5 years after the 
sale. 


Survey participants were requested to give details on up to 
five of the most recent voluntary and estate sales completed 
between September 1, 1988, and February 1, 1989, in their 
county(s). Sales must involve at least 10 acres of real estate 
used primarily for agriculture. 


Participants in the 1989 survey reported details on nearly 
6,750 sales comprising nearly 2 million acres. Voluntary 
and estate sales accounted for two-thirds of the sales (60 per- 
cent in 1988) and family transfers for 15 percent, the same as 
in 1988. Another 15 percent included foreclosure, bank- 
ruptcy, and condemnation sales and transfers (21 percent in 
1988) and 4 percent fell into the “other sales and transfers” 
category, unchanged from 1988. 


Corn Belt Accounts for 
One-fourth of Reported Sales 


The percent distributions of number of sales, acres sold, and 
value of all sales varied widely among regions (figure 8). 
Although one-fourth of all sales occurred in the Corn Belt, 
these sales accounted for only 11 percent of total acreage in 


all sales which, in turn, indicates that acres per sale were rela- 
tively small. Corn Belt sales averaged only 139, one of the 
lowest regional averages (table 8). Yet with a high price per 
acre ($1,088), the Corn Belt had 20 percent of the value of 
all sales. 


Sales in the Mountain region portray a different situation 
with only 6 percent of all sales, but one-fourth of all acreage 
sold. Because sales often include large tracts of grazing 
land, the acres per sale averaged nearly 1,180, well above 
other regions. Price per acre, however, averaged only $236, 
and the region’s share of total value was only 8 percent. 


Fi 8 
Regional Distribution of Farmland Transfers, 
1989 


Percent 
Pacific 
Mountain 
Southern Plains 


Delta States EAValue of all sales 
Southeast [_]Acres sold 
‘ HiNumber of sales 
Appalachia 
‘Northern Plains 
Corn Belt 
Lake States 
Northeast 





High per acre values were reported for the Northeast 
($2,105) and the Southeast ($1,455). Northeast sales repre- 
sented only 8 percent of the number of sales and 4 percent of 
all acres sold, but 15 percent of the total sales value. Simi- 
larly, the Southeast had 8 percent of the sales, 6 percent of 
the acreage, but 13 percent of the total value. 


Acres Per Sale Lower But Price Higher 


In 1989, reported sales nationwide averaged 290 acres per 
sale and $639 per acre (table 8). Acres per sale were lower, 
but the average price was above a year earlier when several 
large tracts of relatively low-priced rangeland sold in the 
Mountain and Southern Plains regions led to a significantly 
higher U.S. average acreage (317) and a lower average price 
($566). 


Acres per sale were highest in the Mountain (1,179), Pacific 
(567), Southern Plains (397), and Northern Plains (383) 
regions. Pasture and grazing were reported as the principal 
use on half or more of the land sold in all four regions, rang- 
ing up to 76 percent in the Mountain region (table 9). These 
regions, except the Pacific, had the lowest average prices per 
acre among all regions (table 8). High prices in California 
kept the Pacific region average ($1,192) relatively high. 


Highest per acre prices were reported in the Corn Belt 
($1,088) and coastal regions—Northeast ($2,105), Appala- 


Table 8.--Farmland transfers: 


chia ($1,060), Southeast ($1,455), and the Pacific ($1,192). 
Except for the Pacific region, acres per sale were relatively 
small, ranging from 137 in the Northeast to 211 in the South- 
east. Cropland was the principal land use in these regions, 
accounting for 50 percent or more of all farmland values and 
up 92 percent in the Corn Belt (table 9). 


Several indicators point to farmland being bought in the 
Corn Belt for expansion of existing operations. Farm size 
continued to increase in 1988, averaging 271 acres. How- 
ever, the average size of tract purchased was only 139 acres 
(table 8), and the price per acre ($1,088) was above the $981 
per acre average for all farmland in the region (table 1). 
Also, two-thirds of acreage sold was bought by owner-opera- 
tors and tenants and one-third by nonfarmers (table 10). 
About 94 percent of farmland purchased is expected to 
remain in agriculture over the next 5 years. 


Conditions in Appalachia differ from those in the Corn Belt. 
First, farm size in 1988 averaged 153 acres, comparable to 
the average size of tract bought (130 acres). The average 
price per acre was $1,060 in 1989, similar to the region-wide 
average value of farmland of $1,028 (table 1). Also, slightly 
over 50 percent of the farmland sold was bought by owner- 
operators and tenants, while 44 percent was bought by non- 
farmers. Only about three-fourths of the farmland purchased 
is expected to remain in agriculture over the next 5 years. 


Average acres per sale and price per acre, 1981-89 1/ 


Acres per sale 


20 


Region 

1981 1982 1983 
Northeast 140 131 114 
Lake States 164 154 126 
Corn Belt 132 125 127 
Northern Plains 338 314 307 
Appalachia 136 102 105 
Southeast 194 225 191 
Delta States 201 220 223 
Southern Plains 315 449 305 
Mountain 1,329 1,064 934 
Pacific 384 287 270 
47 States 263 271 219 
Northeast Gm 25 (el Oe 
Lake States 1,257 1,329 1,201 
Corn Belt 2,006 1,819 1,468 
Northern Plains 565 536 505 
Appalachia 1,096 1,078 987 
Southeast 1,080 1,130 1,118 
Delta States 1,224 1,351 1,226 
Southern Plains 581 528 678 
Mountain 290 382 382 
Pacific 1,429 1,973 1,693 
47 States 886 919 858 


143 132 138 138 141 137 
147 129 121 140 144 139 
133 127 129 134 142 139 
270 297 387 323 403 383 
112 110 123 131 115 130 
181 210 185 219 194 211 
224 164 196 277 237 349 
340 324 325 356 529 397 
1,009 1,380 1,051 977 = 11,891 1,179 
225 245 165 245 383 567 
232 259 245 236 317 290 
Price per acre 
1,142 1,182 1,248 1,658 1,768 2,105 
1,119 945 806 666 644 144 
1,459 1,187 944 870 955 1,088 
525 408 265 265 260 294 
1,151 981 984 961 951 1,060 
1,234 935 1,064 1,037 1,253 1,455 
1,120 924 793 662 527 565 
647 598 792 448 321 379 
364 306 274 273 160 236 
2,211 1,856 2,079 1,447 1,310 1,192 
888 747 725 607 566 639 


1/_ Reported acres and prices for each State are weighted to regional and U.S. 


averages according to the State’s acreage of 


land 


in farms. 


from averages for the Mountain region and the 47 States. 
pire ante 5 months ending March 1, 1981-85, and the 5 months ending February 1, 


1986- 


Arizona is excluded 
Based on reported sales 


Region Nonirrigated 
cropland 
Northeast 81 
Lake States 89 
Corn Belt 80 
Northern Plains 42 
Appalachia 41 
Southeast 41 
Delta States 40 
Southern Plains 16 
Mountain 13 
Pacific 25 
48 States 38 
Northeast 84 
Lake States 92 
Corn Belt 90 
Northern Plains 59 
Appalachia 43 
Southeast 26 
Delta States 37 
Southern Plains 22 
Mountain 20 
Pacific 22 
48 States 55 


weet eet ee mmm ee ewe ew ewe eee we ee eee ew eee eee ee oes 


Irrigated Pasture and | Woodland 
cropland grazing land on farms — 
Percent of acres 
2 10 7 
3 6 2 
2 15 3 
8 50 x 
4 38 17 
10 34 15 
36 17 7 
13 68 3 
11 76 a 
23 52 ts 
12 47 3 
Percent of value 
3 10 3 
5 4 1 
2 @ 1 
20 21 a 
7 40 10 
41 23 10 
40 17 6 
16 60 2 
47 33 on 
63 15 te 
20 21 4 


wr eer eee eee eee ee ee ee ee ewe eee mee ee ew eee eee eee es 


1/_ Based on reported sales during the 5 months ending February 1, 1989. 


Owner-operators Continue To Be 
Most Frequent Buyers 


The proportions of farmland buyers by type at the national 
level have remained similar for several years (table 10). 
Owner-operators, including part-owners, accounted for 57 
percent of reported purchases in 1989, while tenants (11 per- 
cent), retired farmers (2 percent), and nonfarmers (29 per- 
cent) comprised the rest. 


Owner-operators bought most frequently in the Northern 
Plains, Mountain, and Pacific regions where they were 
involved in 70 percent or more of the purchases. Shares in 
other regions ranged from 45 to 60 percent. Tenants 
accounted for 10 to 16 percent of purchases in all regions, 
except Appalachia (7 percent) and the Southeast (4 percent). 
Nonfarmers were most active in the eastern regions, account- 
ing for about 45 percent of the purchases in the Northeast, 
Appalachia, and the Southeast. They were least active in the 
Northern Plains (11 percent), Mountain region (17 percent), 
and Pacific region (14 percent). 


Regional distributions of the number of purchases have 
remained fairly stable. However, a shift away from nonfarm- 
ers to owner-operators took place in the Northern Plains, 
Southeast, and Pacific regions between 1988 and 1989. Non- 
farmers were relatively active in the Northeast (44 percent) 
while tenant operators accounted for only 10 percent of pur- 
chases, compared with 17 percent a year earlier. 


Although owner-operators’ share of purchases at the national 
level was similar to preceding years, they bought only 57 per- 
cent of all acreage sold, compared with 64 percent a year ago 
(table 10). The reduced share indicates that the average size 
of tract purchased was smaller than last year’s. Nonfarmers, 
on the other hand, still accounted for 29 percent of all pur- 
chases in 1989 (30 percent in 1988), but increased their 

share of the acreage from 25 to 32 percent. On the average. 
they bought relatively larger tracts in 1989. 


The change in average size of tract bought is particularly evi- 
dent in the Pacific region, where owner-operators’ share of 
all purchases rose from 62 to 73 percent, but because tracts 
were smaller in 1989, their share of the acreage dropped 
from 80 to 60 percent. Nonfarmers, on the other hand, had a 
smaller share of purchases in 1989 (14 percent) but were 
buying larger tracts (34 percent of all acreage). 


Looking at value of purchases, the 1989 shares among buyer 
groups at the national level are similar to those in preceding 
years. However, some regional adjustments which parallel 
changes in percent distribution of acres occurred. In the 
Delta States and Mountain regions, owner-operators 
accounted for a much lower share of total value while non- 
farmers increased their shares. The opposite occurred in the 
Southeast where owner-operators increased their shares. 
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Table 10.--Farmland buyers: Percent of purchases, acres, and value by type of buyer, 1987-89 1/ 


Region Tenant Owner-operator 2/ Retired farmer Nonfarmer 


Percent of purchases 


Northeast 10 17 10 48 44 45 1 1 1 41 39 44 
Lake States 16 20 16 58 53 58 1 1 1 25 26 25 
Corn Belt 11 12 12 58 58 58 4 2 2 27 28 28 
Northern Plains 12 13 15 69 67 70 2 2 4 16 18 11 
Appalachia 9 8 iG 47 48 46 2 1 2 42 42 45 
Southeast 3 4 4 45 44 51 1 1 2 50 51 44 
Delta States. 12 8 10 47 53 53 3 4 3 38 35 34 
Southern Plains 12 13 13 47 53 54 4 2 2 37 31 31 
Mountain 5 10 11 69 70 70 2 * 1 23 20 17 
Pacific 5 13 12 65 62 73 2 1 1 28 25 14 
48 States 10 12 11 56 56 57 3 2 2 31 30 29 
Percent of acres 
Northeast 11 22 11 49 41 47 1 1 2 39 ST 40 
Lake States ie 23 17 59 52 60 1 1 1 23 25 22 
Corn Belt 10 12 10 53 57 56 3 2 2 34 29 32 
Northern Plains 9 16 17 71 63 63 1 1 5 18 20 15 
Appalachia 8 8 4 52 51 49 1 * 2 40 41 44 
Southeast 3 2 4 55 42 57 * * 1 42 55 39 
Delta States 5 8 8 42 54 40 2 2 1 51 36 51 
Southern Plains 7 14 10 54 47 2 2 1 27 30 42 
Mountain 3 4 5 69 78 67 1 1 * 27 16 28 
Pacific 6 4 5 48 80 60 2 * * 43 16 34 
48 States 8 10 9 60 64 57 1 1 2 31 25 32 
Percent of value 
Northeast 7 11 5 47 32 39 1 * 1 46 57 55 
Lake States 18 23 17 60 52 60 1 1 1 21 24 22 
Corn Belt 10 11 10 59 57 53 4 2 2 27 30 35 
Northern Plains 11 12 13 72 68 71 2 1 4 15 19 11 
Appalachia 6 8 5 49 50 51 1 1 1 44 41 43 
Southeast 2 3 1 52 33 59 * * 1 46 64 39 
Delta States 7 9 7 43 55 41 1 2 2 49 34 50 
Southern Plains i 13 10 45 45 49 2 3 1 46 39 40 
Mountain 2 5 7 61 78 61 2 1 1 35 17 31 
Pacific 6 6 13 65 72 71 2 * 1 27 22 16 
48 States 7 10 8 56 54 54 2 1 1 35 35 37 


* = Less than 0.5 percent. 


1/ Percentages may not add to 100 because of rounding. Based on reported sales 
during the 5 months ending February 1, 1987-89. 2/ Includes part- and full-owner operators. 


Fewer Sales By Active Farmer f 
oat ee acs cal ele 1988). Estate sales accounted for 25-30 percent of sales in 


The proportion of sales by active farmers who either Appalachia, the Corn Belt, and the Northern Plains but only 
remained in, retired from, or quit farming has declined dur- 10 percent in the Northeast and Pacific regions. Nonfarmers 
ing the 1980’s. This group accounted for 38 percent of the had the highest percentage of sales in the Mountain, Delta 
sales in 1989, down from 40 percent in 1988, and 45 percent States, and Lake States regions, accounting for around one- 
in 1982 (table 11). Meanwhile, the percentage of sales by third of the sales in all regions. 

nonfarmers increased, accounting for 28 percent in 1989. FA 

Sales by estates and retired farmers have averaged around20 —National and regional percent distributions of acres sold and 
and 12 percent, respectively, for several years. value of sales among types of sellers are generally consistent 


with the percent distributions of the number of sales. 
Looking at regional distributions, the proportion of sales by 


active farmers in 1989 ranged from around 30 percent in the As active farmers have accounted for a smaller proportion of 
predominantly agricultural Northern Plains and Corn Belt sales in the 1980’s, so have their proportions of acres sold 
regions to 55 percent in the Pacific region (41 percent in and total value of acres sold. 
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' Estate Remained in 
Region farming 

1987 1988 1989 1987 1988 1989 
Northeast 13 11 10 25 26 21 
Lake States 12 11 14 20 16 15 
Corn Belt 25 23 29 19 18 15 
Northern Plains 22 20 29 22 18 17 
Appalachia 20 25 25 22 22 22 
Southeast 12 18 25 30 30 
Delta States 11 10 10 30 28 29 
Southern Plains 16 20 21 30 27 25 
Mountain 13 10 11 32 27 26 
Pacific 9 10 10 38 22 35 
48 States 18 18 21 24 22 21 
Northeast 13 10 8 21 27 19 
Lake States 13 11 13 17 16 16 
Corn Belt 20 20 25 17 20 17 
Northern Plains 19 20 27 20 21 
Appalachia 20 26 29 20 22 19 
Southeast 16 7 24 35 36 
Delta States 13 8 1 37 23 26 
Southern Plains 32 18 23 31 28 35 
Mountain 19 19 4 29 25 33 
Pacific 6 10 30 24 19 
48 States 18 17 15 25 24 26 
Northeast 18 12 8 27 40 31 
Lake States 13 12 13 17 15 16 
Corn Belt 25 23 31 19 22 16 
Northern Plains 20 22 26 26 21 21 
Appalachia 17 29 27 21 25 
Southeast 13 6 13 40 47 51 
Delta States 9 7 11 | 28 30 
Southern Plains 16 18 24 35 29 25 
Mountain 13 9 5 52 26 46 
Pacific 8 13 6 46 33 41 
48 States 16 16 18 32 29 29 


1/ Be eo reece aay not add to 100 because of rounding. 


February 1, 19 


Tenure Before And After Sale 


Based on information about the tenure of operators of farm- 
land before and after the reported sales, there was a shift 
from tenant-operated to owner-operated farmland in 1989. 
The share of acres transferred which were farmed by owner- 
operators increased from 41 percent before sale to 71 percent 
after sale. 


Just over 40 percent of the acreage sold was sold by retired 
farmers, active farmers who retired or quit, and estates (table 
11). A significant proportion of this acreage is expected to 
have been operated by tenants. Nearly 44 percent of all 
farmland sold was operated by tenants before the sale. After 


f Nonfarmer/ 
quit farmer 


Percent of sales 


27 28 28 14 15 18 21 20 23 
20 23 25 14 14 14 35 32 
18 17 15 12 12 13 26 31 28 
16 19 11 13 12 17 27 31 26 
22 19 17 10 10 12 26 24 24 
22 16 14 11 7 10 28 
24 13 17 9 10 9 26 38 34 
13 15 15 8 10 10 33 28 29 
16 22 18 11 9 9 27 32 

9 19 20 13 9 11 30 40 24 
19 18 17 12 11 13 28 31 28 
Percent of acres 

34 30 34 13 15 18 18 18 21 
21 26 27 13 12 12 36 32 
18 18 15 12 10 11 33 33 32 
15 23 16 9 10 15 30 26 31 
28 20 15 9 10 9 24 22 27 
24 12 16 6 10 8 30 36 21 
12 9 12 4 5 3 33 56 47 
11 22 13 5 5 © 6 21 26 23 
10 30 16 10 2 8 32 23 39 
6 18 19 21 5 10 37 43 

16 23 16 10 7 10 30 29 33 
Percent of value 

29 23 a5 9 8 13 17 17 23 
22 25 27 15 13 13 34 31 
16 17 14 13 10 10 27 28 29 
17 20 13 12 11 15 26 27 25 
25 20 17 6 10 10 30 17 26 
23 15 16 4 5 6 21 28 15 
14 10 12 4 6 4 33 49 43 
14 16 14 6 6 7 28 30 30 
10 32 15 7 4 7 18 30 e7 
8 20 21 8 4 11 30 31 21 
18 20 17 9 8 10 25 28 26 


err eecee eee eee see ce ee eeeseeseeeeseeeeseeeseseseaeseeeeezeeesece 


Based on reported sales during the 5 months ending 


the sale, however, tenants are reported to operate only about 
14 percent of the farmland sold. Nearly two-thirds of the 
acres transferred were bought by owner-operators and for- 
mer tenants. After the sale, most former tenants are 
expected to be owner-operators. 


Hired managers operated about 10 percent of the land before 
and after sale. About 5 percent of the acres sold were “not 
farmed” both before and after sale. 


Cross-tabulations of tenure groups before and after sale fur- 


ther point out the increasing significance of owner-operators 
(table 12). About 71 percent of the acres operated by owners 
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Table 12.--Cross-tabulations between tenancy before and after sale, in 
percent of acres sold, 48 States, 1989 1/ 


Person farming 


Hired 


before sale Owner 
Owner 71 
Hired manager 76 
Tenant 71 
Not farmed 56 


16 


er Tenant farmed Total 
nt 

10 3 100 

3 2 100 

21 4 100 

3 38 100 


eee eer eee eee eee eee ee ee eee eet eet ee ee eee eee eee ee eee eee eee eee eee ee eee eee ee ew eee ee ee ee eee 


1/ Based on reported sales during the 5 months ending February 1, 1989. 


before the sale is reported to be owner-operated after the 
sale, while the remaining acres will be operated by hired 
managers (16 percent) and tenants (10 percent) or will not be 
farmed (3 percent). Looking at tenant-operated land before 
sale, 71 percent will be operated by owners after the sale, 4 
percent by hired managers, 21 percent by tenants, and 4 per- 
cent will not be farmed. 


Three-fourths of the acres operated by a hired manager 
before sale and about 55 percent of the acres not farmed will 
be farmed by owner-operators after the sale. Just over one- 
third of the land not farmed before sale will also not be 
farmed afterward. 


The shifts to more land being farmed by owners after sale 
were largest in the Northern and Southern Plains, Corn Belt, 
Lake States, Mountain, and Pacific regions. Shifts from ten- 
ants to owner-operators were least evident in the Northeast 
and Delta States, where a significant portion of previously 
tenant-operated land will not be farmed this year. Percents 
of land not farmed before and also kept out of production 
after sale were highest in the Northeast, Appalachia, and the 
Delta States. 


Most Farmland Sold Expected To Stay in 
Agriculture Over Next 5 Years 


About 87 percent of the farmland recently sold is expected to 
remain in agriculture over the next 5 years (figure 9). Sur- 
vey respondents expect 2 percent to be used in forestry, and 
11 percent in other uses such as recreational areas, housing, 
and commercial/industrial operations. In 1988, 91, 1, and 8 
percent of the farmland sold was expected to be in agricul- 
ture, forestry, and other uses, respectively, 5 years after the 
sale. 


Percentages of farmland likely to remain in agriculture were 
90 percent or higher in the Lake States, Corn Belt, Northern 
Plains, Mountain, and Pacific regions. Other uses were 
reported to be relatively important in the Northeast (28 per- 
cent), Appalachia (18 percent), and the Southeast (20 per- 
cent). 
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Fi 9 
Probable Use of Farmiand 5 Years After 
Purchase, by Region, 1989 


Percent 
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Farmland expected to remain in agriculture over the next 5 
years averaged 311 acres per sale and $542 per acre (table 
13). Acres and prices varied widely among regions. Farm- 
land expected to be in other uses averaged 160 acres per sale 
and nearly $1,800 per acre. 


Fewer Sales Financed 


The share of reported sales involving financing continued to 
fall in 1989. About two-thirds of sales in the 48 States 
involved financing, compared with 70 percent last year and 
around 90 percent in the late 1970’s and early 1980’s, when 
farmland values were highest (table 14). 


Except for the Lake States and the Northern Plains, the per- 
cent of credit-financed transfers was lower in all regions, 
with the shares ranging from 56 percent in the Southeast to 
80 percent in the Lake States. Back around 1980, percents 
ranged from 85 in the Delta States to 95 in the Lake States. 
A shift to more cash sales in the past year was particularly 
evident in the Delta States and Mountain regions, where 
around 75 percent was credit-financed in 1988 but just under 
65 percent in 1989. 


Rural Land Transfers 


The 1988 survey of land transfers indicates that, nation- 
wide, 4.6 percent of the parcels of rural land and 3.5 
percent of all of rural land changed ownership in 1987. 
The transfer rate appears to have changed little from 
1986 when 5 percent of all parcels and 3.3 percent of 
the acres were transferred. (This survey is independent 
of the Farmland Market Survey discussed in the Farm- 
land Transfers section of this report and differs in 
scope, procedures, and persons surveyed.) 


Because small tracts of land transfer more frequently 
than larger tracts, the national rate of parcel transfers in 
1987 was greater than the rate of acreage transfers. For 
comparison, the transfer rate of parcels identified as 
detached residential properties (involving relatively 
small tracts) in urban areas was 7.4 percent in 1987. 


What Is Rural Land? 


Rural land includes farms, ranches, forest land, open 
idle land, and wasteland. Platted parcels in residential 
or industrial use, and in some areas, parcels of fewer 
than 5 acres, are excluded. According to Census of 
Government estimates, rural land comprised 16 million 
parcels in 1987. At a transfer rate of 4.6 percent, 
approximately 736,000 rural parcels changed owner- 
ship. Agricultural uses accounted for about 50 percent 
of the parcels transferred and 74 percent of the acres 
transferred. 


Regional Variation in Transfers 


Regional differences in transfer rates may reflect more 
than levels of market activity. Regions with a higher 


proportion of small parcels tend to show higher rates of 
transfer. Also, nonagricultural parcels turn over more 
frequently than agricultural parcels. Thus, more 
densely settled regions and those with a greater propor- 
tion of parcels in nonagricultural uses, such as the 
Northeast, Southeast, and Delta States, tend to have 
higher rates of transfer than the predominately agricul- 
tural regions. 


Lower transfer rates in the Lake States, Northern 
Plains, Corn Belt, and Mountain region may reflect not 
only a less active sales market, but a higher proportion 
of larger, whole farms and ranches and a smaller pro- 
portion of nonagricultural parcels being transferred. 


Sources of Transfer Data 


Data in the transfer survey are based on public informa- 
tion from title record and assessment offices of county, 
township, and parish governments. Respondents pro- 
vide information on the number of transactions, acre- 
age transferred, and market values. 


The land transfer survey includes all methods by which 
land changes ownership, including sales, foreclosure, 
and inheritance. In 1987, 52 percent of the parcels 
transferred and 38 percent of the acreage transferred 
were bona fide sales, that is, “‘arm’s-length” market 
sales. The remaining transfers represented other sales, 
foreclosures, gifts, inheritances, swaps, and other con- 
veyances. Although bona fide sales are most com- 
monly regarded as the value-setting transactions, they 
do not represent all transactions, or even all sales. 
[Gene Wunderlich] 


Annual Rates of Rural Land Transfers 
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Table 13.--Farmland transfers: Average aoa per sale and price per acre by probable use of property 


5 years after purchase, 1987-8 


Region Agriculture 2/ Forestry ____Other 3/ Negi 
1987 1988 1989 1987 1988 1989 1987 1985 Ste 1989 aoe 
Acres per sale 

Northeast 153 139 145 s * 140 105 137 122 
Lake Stat 148 149 146 111 96 74 90 82 72 
ane Bleue 137 144 142 99 129 209 nd 117 109 
caer atm ies ac ORE A soy ys Oe es ies 
A ja 
Southeast 254 197 226 228 281 191 152 164 173 
Delta States 291 260 399 114 150 96 373 124 275 
Southern Plains 412 522 407 * 318 167 590 159 
Mountain 1,005 1,892 1,167 * * 39 892 722 625 
Pacific 243 400 Nf! * 80 311 204 189 

48 States 252 329 311 168 185 151 182 192 160 

Price per acre 

Northeast 1,292 1,435 1,738 * 759 2,864 4,383 4,978 
Lake States 650 661 730 331 390 266 594 633 765 
Corn Belt 890 - 918 1,103 438 645 303 713 833 1,462 
Northern Plains 260 228 271 * * * 261 294 565 
Appalachia 848 850 997 424 485 514 1,159 leis 1,479 
Southeast 930 1,174 1,166 492 491 740 1,657 1,217 3,138 
Delta States 691 534 572 361 455 596 417 661 529 
Southern Plains 380 309 373 ts * 525 1,045 376 657 
Mountain 257 151 201 ~ * 700 379 191 492 
Pacific 1,552 899 483 * * 563 1,254 3,414 1,212 

48 States 599 458 542 476 505 622 1,005 1,046 1,797 


* = Insufficient information or none reported. 


1/ Based on reported sales during the 5 months ending Februar 987-8 
Includes uses for recreation, rural residences, residential subdivisions, and 


3/ 
purposes. 


Among credit-financed transfers, debt as a percent of pur- 
chase price reached 73 percent in 1989 (table 15). This rep- 
resents a leveling off after last year’s 72 percent, which was 
the first significant drop since the 1980’s when debt was 
Close to 80 percent of the purchase price. 


Debt as a percent of purchase price was unchanged or higher 
in all regions in 1989, except the Southeast and Southern 
Plains. Regional percents ranged from 64 in the Southeast to 
81 in the Delta States. 


Commercial Banks Provide 
One-third of the Financing 


Among farmland transfers involving financing, commercial 
banks provided 34 percent of the credit extended for 
reported sales in 1989 (table 16). Other principal sources 
included the Farm Credit System (29 percent) and seller 
financing (24 percent). Commercial banks substantially 
increased their share of the market since the early 1980’s, 
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1, 1987-89. 2/ Cropland and grazing land. 


commercial/industrial 


when they accounted for only 4 percent of the credit 
extended. During the same period, seller financing provided 
close to 40 percent of the credit until their share started fall- 
ing in 1983. Because U.S. farmland values also began fall- 
ing in 1983, some sellers had less capacity to provide 
financing. 


Credit sources varied widely among regions. Commercial 
banks provided 40 percent or more of the financing in Appa- 
lachia, the Southeast, and the Corn Belt in 1989, but less 
than 20 percent in the Pacific and Mountain regions. Seller 
financing remained widespread in Lake States, Mountain, 
and Pacific regions—about 40 percent—but was seldom 
used in the Southeast (8 percent) and the Delta States (13 per- 
cent). The Farm Credit System remained an important 
source in several regions, particularly the Northeast, South- 
em Plains, and Pacific regions. Insurance companies sup- 
plied significantly larger proportions of credit in the 
Southeast and Delta States in 1989, but much less in the 
Pacific region. 


Table 14.--Credit-financed farmland transfers: Percent of transfers on which debt was incurred, 1975-89 1/ 


North- Lake Corn Northern Appa- South- Delta Southern Moun- p 
Year east States Belt Plains lachia east States Plains tain Pacific U.S. 
Percent 

9 87 91 89 88 86 88 83 87 87 86 
1976 90 84 84 84 83 81 90 87 87 

9 85 94 91 89 86 85 81 87 8&9 
1978 90 93 91 90 85 87 85 89 89 
1979 91 95 93 92 87 85 87 91 92 90 
1980 93 95 93 94 88 86 87 88 93 92 91 
1981 89 95 93 93 86 86 85 91 90 
1982 88 94 91 91 83 88 83 85 89 92 89 
1983 86 91 85 85 80 82 85 80 84 
1984 84 90 85 85 78 82 82 81 88 89 84 
1985 85 87 78 81 82 83 81 85 82 

9 82 83 72 69 75 74 82 76 78 78 76 
1987 76 70 64 76 72 76 68 71 
1988 78 78 67 62 72 63 74 76 %3 70 
1989 71 80 65 62 68 56 63 65 68 


1/_ Based on pepontes sales during the 5 months ending March 1, 1975-85 and the 5 months ending 
February 1, 1986-89 


Table 15.--Credit-financed farmland transfers: Debt as a percent of purchase price, 1975-89 1/ 


North- Lake Corn Northern’ Appa- South- Delta Southern Moun- — 
Year east States Belt Plains lachia east States Plains tain Pacific U.S. 
Percent 
1975 76 76 78 78 83 74 7 74 74 76 
1976 76 78 76 74 78 80 75 76 76 
9 77 80 78 80 76 75 5 
1978 76 78 76 81 81 82 80 72 70 73 76 
1979 80 81 80 82 81 82 80 78 72 
1980 80 82 79 83 81 79 87 15 71 78 
1981 78 83 79 81 83 80 80 80 69 78 
1982 82 78 81 78 78 82 76 74 70 
1983 76 81 76 80 78 79 80 76 69 71 76 
9 80 81 78 76 80 76 87 76 73 
1985 78 81 76 78 79 87 79 72 69 76 
9 179 81 83 85 82 72 71 7 
1987 76 81 74 78 81 81 81 82 7 
9 68 70 5 5 74 80 79 61 fe 
1989 %3 78 73 76 64 81 75 76 71 7% 


1/_ Based on reported sales out 88-89 ane 5 months ending March 1, 1975-85 and 
the 5 months ending February 1, 19 
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Table 16.--Credit-financed farmland transfers: Percent of credit volume extended, 
by type of lender, 1980-89 1/ 


eee mmm ewe ewe eee ew eee ew ew ewe ew eM Bw Bee Pew ew eet eB ewe wee ww ee ee eee eee eM wee ee Eee 


Regions and type 


of lender 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
Percent 
Northeast: 
Sellers. 35 38 38 29 29 32 28 31 27 22 
Commercial banks. 10 6 6 9 16 17. 24 él 50 32 
Insurance companies _1 * * 1 1 i! i 2 1 
Farm credit system 33 34 35 39 27 23 20 19 24 40 
Others 21 22 21 22 27 27 28 20 12 5 
Lake States: 
Sellers. 55 59 60 44 44 49 53 41 39 38 
Commercial banks 3 2 4 6 10 12 16 30 31 37 
Insurance companies 3 1 1 1 3 1 1 = *. m 
Farm credit system 28 28 25 38 32 24 17 18 20 20 
Others 11 10 10 11 fit 15 13 10 10 5 
Corn Belt: 
Sellers. 34 38 at 37 32 27 30 20 1? 20 
Commercial banks 3 & 4 10 15 16 38 45 54 44 
Insurance companies 8 4 5 5 4 8 3 ts 2 7 
Farm credit system 42 44 44 37 36 33 16 15 15 25 
Others 12 10 10 10 13 16 12 13 12 4 
Northern Plains: 
Sellers. 41 44 35 32 27 25 49 24 1 24 
Commercial banks _ 2 4 4 7 14 20 36 33 30 
Insurance companies 4 3 3 2 4 10 2 5 
Farm credit system 36 34 39 42 43 39 14 23 34 33 
Others 16 16 19 21 20 19 7 14 11 
See ee ae 
ellers_ 24 21 27 17 17 26 27 WE 18 30 
Commercial banks. 10 9 12 20 27 25 5D 54 47 40 
Insurance companies 3 2 2 1 1 = 1 1 s 
Farm credit system 38 42 38 33 33 25 18 UE: 21 24 
Others 24 26 21 26 24 23 20 16 14 6 
Southeast: 
Sellers. 25 25 14 17 24 22 24 35 25 8 
Commercial banks 4 3 5 19 9 10 16 23 44 48 
Insurance companies 7 1 3 1 1 12 7 18 
Farm credit system 47 46 63 50 41 43 34 17 16 22 
Others 17 25 15 2 2 23 23 12 9 4 
Delta States: 
Sellers. 19 20 15 13 19 15 9 19 7 13 
Commercial banks 5 6 5 15 14 18 27 22 25 31 
Insurance companies 15 3 15 3 3 9 10 3 7 20 
Farm credit system 37 47 44 42 38 29 34 12 40 31 
Others 24 24 21 26 27 30 19 44 21 5 
Southern Plains: 
Sellers. 30 43 43 31 23 24 30 15 14 27 
Commercial banks. 4 7 5 9 13 11 13 23 26 29 
Insurance companies 17 6 1 9 3 3 18 9 = 
Farm credit system 21 29 34 27 37 35 25 24 39 35 
Others 28 15 17 25 23 28 14 29 21 7 
Mountain: 
Sellers. 60 46 56 41 22 50 42 52 33 40 
Commercial banks _ 1 1 1 3 8 6 17 
Insurance companies 8 9 > < 18 1 1 2 7 7 
Farm credit system 19 35 27 35 37 29 27 26 35 27 
Others 12 9 1 15 20 17 26 11 19 
Pacific: 
Sellers. 54 49 56 52 30 39 31 30 39 40 
Commercial banks. 2 4 1 2 6 rs le S 10 
Insurance companies 3 10 6 1 17 5 1 21 19 2 
Farm credit system 29 31 26 31 38 32 49 24 22 35 
Others 6 11 13 9 17 10 12 18 13 
48 States 
Sellers. 38 40 41 33 28 3 32 30 24 24 
Commercial banks _ & 4 9 11 13 21 26a oe 34 
Insurance companies 7 4 4 & 7 5 7 7 
Federal land banks 34 37 37 37 36 31 25 19 25 29 
Others 17 15 14 16 18 2 17 16 14 6 


* = Less than 0.5 percent 


1/_ Based on reported sales during the 5 months ending March 1, 1980-85 
and the 5 months ending February 1, 1986-89. In 1989, the Farm ¢redit System 
includes the Federal Land Banks and Production Credit Associations (PCA’s). 
In preceding years, the PCA’s were included in the "Others" group. 


Foreign Ownership of U.S. Agricultural Land 


The U.S. Department of Agriculture monitors foreign 
ownership of U.S. agricultural land (farm and forest 
lands) under the Agricultural Foreign Investment Dis- 
closure Act of 1978. This law requires all foreign own- 
ers of U.S. agricultural land to submit reports to the 
Secretary of Agriculture detailing the number of acres 
owned and associated information. 


As of December 31, 1988, foreign persons reported 
owning 12.5 million acres of U.S. agricultural land 
(table 17), with about 99,000 acres bought in 1988. 

The 12.5 million acres represent slightly less than 1 per- 
cent of the 1.3 billion acres of privately-owned U.S. 
agricultural land and about 0.5 percent of all U.S. land. 
The volume of foreign-owned U.S. agricultural land 
has been relatively constant at about 1 percent since 
1981. 


According to filed reports, nearly half (6 million acres) 
of the foreign-owned land was forest land. Other prin- 
cipal uses included pasture (3.2 million acres) and crop- 
land (2.1 million). The remaining acres were in other 
agricultural uses, including vineyards, citrus groves, 
and orchards (0.6 million acres) and rural land not cur- 
rently in agricultural production (0.6 million acres). 


Corporations owned 10 million acres, partnerships 1.4 
million, and individuals 0.9 million. The remaining 0.2 
million acres were owned by estates, trusts, associa- 
tions, and others. 


U.S. corporations in which foreign persons have a sig- 
nificant financial interest or substantial control reported 
owning 60 percent of all the foreign-held acreage. The 
remaining 40 percent was reported as being held or 
acquired by foreign persons not affiliated with a U.S. 
corporation. 


Foreign persons from the following countries jointly 
accounted for about three-fourths of all foreign-owned 
acreage: United Kingdom (22 percent), Canada (20 
percent), France and West Germany (9 percent each), 
the Netherlands Antilles (5 percent), and the Nether- 
lands and Switzerland (4 percent each) (app. table 3). 
The Japanese owned slightly less than 2 percent of the 
foreign-held acreage. 


The largest concentration of foreign-owned acres was 
in Maine where foreign holdings accounted for 10 per- 
cent of the State’s privately owned agricultural land 
and 14 percent of all the reported foreign-owned agri- 
cultural land nationwide. Three companies owned 91 
percent of the foreign-held acres in Maine, all in forest 
land. Two companies were Canadian and the third was 
a U.S. corporation which is partially French owned. 


Other foreign holdings were concentrated in the South 
(Appalachia, Southeast, Delta States, and Southern 
Plains regions) and the West (Mountain and Pacific 
regions) with 36 and 35 percent, respectively, of all 
holdings. Rhode Island was the only State with no 
reported foreign-owned agricultural land. 


Foreigners appear to be leaving the land in agriculture. 
At the time of filing, 93 percent of the acreage was 
reported as being intended for agricultural use. No 
change in tenure was reported for 41 percent of the 
acres, while some change was reported for 27 percent © 
of the acres. No responses regarding tenure change 
were received for the remaining 32 percent of the 
acres. [J. Peter DeBraal] 
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Table 17.-- U.S. agricultural landholdings of foreign owners, by State, December 31, 1988 


Total land Privately owned Foreign- owned Proportion of 
area agricultural agricultural foreign-owned to 
State of State 1/ land 2/ la privately owned 
agricultural land 
Thousand acres Percent 
Northeast: 
Maine ; 19,837 18,829 1,799.8 9.6 
New Hampshire 5,756 ,682 84.5 1.8 
Vermont 5,935 5,251 111.0 2.1 
Massachusetts 5,008 3,322 1.7 NEG 
Rhode Island 675 439 0 0 
Connecticut 3,118 ,267 1.0 NEG 
New York 30,321 24,257 348.6 1.4 
New Jersey. 4,779 1894 26.6 9 
Pennsylvania 28,728 22,380 74.1 3 
Delaware 1,237 1,064 5.4 5 
Maryland 6,296 5,146 50.9 1.0 
Lake States: 
Michigan 36,451 26,117 200.6 8 
Wisconsin 34,833 27,637 One 1 
Minnesota 50,911 36,204 296.1 8 
Corn Belt: 
Ohio 26,243 22,979 161.0 of 
Indiana 22,996 20,909 44.0 2 
Illinois 35,613 32,326 116.4 4 
Iowa 35,818 33,912 31.7 | 
Missouri 44,125 40,025 59.2 ol 
Northern Plains: 
North Dakota 44,352 39,617 28.8 i 
South Dakota 48,609 38,241 42.9 1 
Nebraska 49,052 45,397 70.6 ns 
Kansas 52,338 49,911 60.0 FL 
Appalachia: 
irginia 25,410 21,499 116.1 a) 
West Virginia 15,436 13,744 74.2 5 
North Carolina 31,260 27,321 262.8 1.0 
Kentucky 25,388 22,915- 78.6 3 
Tennessee 26,339 22,901 73.2 3 
Southeast: | 
South Carolina 19,330 15,932 212.7 1.3 
Georgia 37,156 33,253 578.4 1.7 
Florida 34,658 26,529 519.2 2.0 
Alabama 32,491 29,467 279.1 0.9 
Delta States: 
Mississippi 30,229 26,629 437.7 1.6 
Arkansas 33,330 28, 834 171.6 -6 
Louisiana 28,494 26,463 659.4 2.5 
Southern Plains: 
Oklahoma 43,939 38,875 31.1 1 
Texas 167,691 156, 768 1,029.9 0.7 
Mountain: 
Montana 93,048 54,189 444.5 8 
Idaho 52,744 15,166 18.9 yD 
Wyoming 62,073 26,142 99.1 4 
Colorado 66,301 37,527 531.9 1.4 
New Mexico 77,654 34,451 557.1 1.6 
Arizona 72,645 10,983 270.3 es 
Utah 52,527 10,779 61.7 -6 
Nevada 70,332 7,586 155.5 2.0 
Pacific: 
Washington 42,567 23,028 402.2 eye 
Oregon | 61,558 25,685 804.5 3.1 
California 100,031 47,353 922.9 1.9 
Hawaii 4,112 1,992 53.9 2a 
Alaska 365 ,333 400 +) SL 
50 States . 2,265,107 1,290,217 12,484.7 1.0 
1/ 1980 land area from Geodnapty Division, Census Bureau. 2/ Privately held land based on T. Frey, lished data, 
Econ. Res. Serv., US Dept. Agr., 1979. Estimate of total land less public, Indian, transportation, and urban land. 


Includes forest (and, pastureland, cropland, range, and miscellaneous. 


NEG 
NA 


Negligible. 
Noe EN RACY. 
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Farm Real Estate Tax Developments 


Taxes levied on U.S. farm real estate (land and buildings) by 
State and local governments totaled $4,310.1 million in 1987 
(tables 18 and 19). This is an 8-percent increase from 1986 
and a 16-percent increase from 1982. The U.S. average tax 
per acre was $4.97 in 1987, up from $4.60 in 1986 and $4.14 
in 1982. The decrease in per acre nominal farmland values 
between 1982 and 1987 and the increase in average taxes per 
acre caused the average tax per $100 of full-market value to 
rise from $.49 in 1982 to $.86 in 1987. 


Average taxes per acre were higher in 1987 than in 1986 in 
33 States, lower in 14, and unchanged in 3 (table 20). Aver- 
age taxes per $100 of full-market value were higher in 35 
States, lower in 13, and unchanged in 2 (table 21). 


Real estate taxes varied from State to State, and within some 
regions the variations were quite noticeable. The variations 
are partly due to the degree that States rely on real estate 
taxes as sources of local revenue rather than income or sales 
taxes, and to the extent that the States provide property tax 
relief for the farming communities. 


Sources of Tax Data 


The farm real estate taxes described here include all real 
property taxes levied on farm and ranch lands and buildings 
by State and local governments, except special assessments 
such as for drainage and irrigation. The data were obtained 
from nationwide surveys of approximately 4,000 taxing offi- 
cials who were asked to provide information on approxi- 
mately 30,000 farm or ranch parcels. The surveys were 
conducted by ERS and the National Agricultural Statistics 
Service (NASS). 


The data for 1987 in the accompanying tables are prelimi- 
nary. The 1987 survey was combined with ERS’ Rural Land 


Figure 10 
U.S. Farm Real Estate Taxes 
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Transfer Survey, and the focus shifted from an examination 
of farmland parcels to rural land parcels. While much rural 
land is used for farming, there may be some States where sig- 
nificant quantities of rural land are not used for farming and 
are taxed at rates different from farmland. Consequently, 

the data changes from 1986 to 1987 may not be consistent 
with changes in prior or succeeding years. The 1988 survey 
of farm real estate taxes will return to examining taxes on 
farmland parcels. The data from that survey and prior years 
may indicate that adjustments to the 1987 data are necessary. 


Final numbers in the farm real estate tax series were last pub- 
lished in 1984, and included data through 1982. 1/ The data 
contained in this discussion carry the series forward for 1983 
through 1987 for total farm real estate taxes, average tax per 
acre, and taxes per $100 of full-market value. The index of 
farm real estate taxes per acre has been discontinued. 


Preferential Tax Assessment 


In 1956, Maryland became the first State to provide for pref- 
erential tax assessment of farmland—the valuation of farm- 
land for property tax purposes according to its value in its 
Current use rather than at its usually higher market value. 
Currently 48 States provide for preferential assessment of 
farmland; Kansas and Nebraska do not. Kansas, however, 
has a constitutional provision authorizing such assessment, 
but no adopting legislation has been enacted. The Nebraska 
program was declared unconstitutional by the Nebraska 
Supreme Court in 1987. However, a constitutional amend- 
ment to provide for such assessment is scheduled for the 
1990 ballot in Nebraska. 


The preferential assessment laws vary greatly among States 
but may be grouped into three broad categories: (1) those 
providing for preferential assessment only; (2) those provid- 
ing for preferential assessment with deferred (or rollback) 
taxes that are imposed when the land is taken out of a quali- 
fying use; and (3) those providing for preferential assess- 
ment with restrictive agreements that impose a penalty 
(essentially a deferred tax) when the land is taken out of a 
qualifying use. 2/ These laws are not necessarily restricted 
to farmland and may encompass other lands such as open 
space and forests. 


The are two main reasons for adopting these programs. The 
first is for tax relief for farmers based on the argument that 


1/ Farm Real Estate Market Developments: Situation and Outlook, USDA, 
ERS, CD-89 (Aug. 1984). Farm real estate taxes previously published for 
1983-86 in Agricultural Statistics (1985-1988) have been reexamined in light 
of final data runs and adjustments made where appropriate. 


2/ K. Grillo and D. Seid, State Laws Relating to Preferential Assessment of. 
Farmland, USDA, ERS, Staff Report No. AGES870326 (June 1987). 
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the property tax burden falls more heavily on farming than intense to convert such lands to residential, commercial, or 


on other sectors of the economy and that the incidence of industrial development. 

benefits received by farmers from expenditures derived from me 

the property tax are not equal to those received by other con- Whether these programs have been successful in preventing 
tributors. The second is to preserve open space, particularly or slowing the conversion of farmland or other open spaces 
on the rural-urban fringe, where pressures are frequently to other uses is a matter of some debate. The programs have, 


_ however, reduced the property tax rates. [J. Peter DeBraal] 


Table 18.--Taxes levied on farm real estate: Total, average tax per acre, and tax per $100 of full-market 
value, United States, 1890-1987 


weowm eee eee wee eee ee eeece 
eee eee eee eee eee eee mew ewe we eee eee eee eee ee eee eee eee ew ewes e set eee eee es ee eee eee eee eer eee ewe ennwewnweee 


Taxes Tax per Taxes Tax per 
Total per $100 of Total per $100 of 
Year taxes acre value Year taxes acre value 
Million Million 
dollars Dollars dollars Dollars 
1890 81.9 0.13 - 1940 401.1 0.39 1.18 
1891 84.2 13 - 1941 406.7 39 1.12 
1892 87.1 aS - 1942 399.5 38 97 
1893 91.5 213 - 1943 400.2 38 84 
1894 93.3 13 - 1944 418.9 -40 79 
1895 97.6 14 - 1945 464.8 44 U7 
1896 96.9 13 - 1946 518.7 -49 BTL 
1897 101.0 13 - 1947 605.4 EDC 83 
1898 101.5 .13 - 1948 656.0 -62 87 
1899 105.1 213 - 1949 706.2 -66 95 
1900 105.6 .13 - 1950 742.4 -69 1.00 
1901 110.5 13 - 1951 776.7 af 91 
1902 hasct 14 - 1952 810.4 16 -86 
1903 123.0 15 - 1953 846.9 79 89 
1904 125.4 a5 - 1954 878.4 82 93 
1905 130.3 5 - 1955 931.2 -88 -96 
1906 132.0 -16 - 1956 974.2 -92 -96 
1907 140.7 -16 - 1957 1,032.1 99 94 
1908 150.0 17 - 1958 1,080.7 1.05 95 
1909 163.2 .19 48 1959 1,154.7 1.13 94 
1910 165.7 19 47 1960 1/ 1,243.1 1.21 -97 
1911 182.7 -21 50 1961 1,311.0 1.28 1.01 
1912 191.2 eau 49 1962 1,372.2 1.35 01 
1913 218.0 24 55 1963 1,417.2 1.40 1.00 
1914 222.2 24 -56 1964 1,466.7 1.45 98 
1915 243.0 -26 <7 1965 1,535.7 e535 98 
1916 260.0 28 nr, 1966 1,633.8 1.65 98 
1917 291.7 31 -58 1967 1,730.5 1.76 -98 
1918 311.3 33 57 1968 1,881.8 1.93 1.01 
1919 393.1 41 -59 1969 2,038.8 ed 1.05 
1920 483.0 251 79 1970 2,169.1 2.27 1.08 
1921 509.7 -54 94 1971 2,294.1 2.40 a) 
1922 509.1 54 96 1972 2,390.5 2.50 1.06 
1923 516.4 =55 1.01 1973 2,450.1 2.56 -96 
1924 511.4 -55 1.03 1974 2,584.9 2.70 93 
1925 516.8 -56 1.07 1975 2/ 2,634.8 2.90 -81 
1926 525.6 -56 ihatle 1976 2,849.2 3.15 74 
1927 544.7 ESI 6 1977 3,016.4 3.34 66 
1928 555.6 -58 eat 1978 3,004.7 3.34 -59 
1929 567.5 -58 1.20 1979 3,215.0 3.58 -53 
1930 566.8 57 qo 1980 3,450.9 3.85 -50 
1931 526.1 53 1.43 1981 3,695.5 4.12 48 
1932 461.2 45 1.52 1982 3,704.2 4.14 49 
1933 398.4 39 1.25 1983 3,858.2 4.33 54 
1934 383.8 1.17 1984 3,948.0 4.45 53 
1935 392.3 37 1.14 1985 4,012.6 4.55 -63 
1936 394.4 38 1.11 1986 4,008.3 4.60 73 
1937 404.8 39 1.15 1987 3/ 4,310.1 4.97 -86 
1938 400.4 38 Vet 
1939 406.8 39 1.21 


- = Data not available. 
1/ Starting with 1960, includes Alaska and Hawaii. 2/ Data for 1975-1979 have been revised from the 


numbers published in 1981 to reflect the change in the definition of a farm made in the 1974 Census 
of Agriculture and land value revisions based on the 1978 Census of Agriculture. 3/ Preliminary. 
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1980 1983 1984 1985 1986 1987 1/ 


Million dollars 


1970 


Table 19.--Total taxes levied on farm real estate, by States, selected years, 1940-87 
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1,243.1 2,169.1 3,450.9 3,858.2 3,948.0 4,012.6 4,008.3 4,310.1 


742.2 
1/ Preliminary. 


401.1 


Data not available. 


State 1940 1950 1960 1970 1980 1983 1984 1985 1986 ate 1987 1/__ 
eer Dollars 
ortheast: 
Maine 0.84 1.29 1.94 3.44 6.16 7.08 7.28 7.42 7.98 7.77 
New Hampshire 88 1.39 2.13 4.95 51 11.48 11.75 12.41 13.59 14.26 
Vermont 54 86 1.42 4.04 7.83 9. 10.28 10.78 11.44 11.99 
Massachusetts 2.70 3.41 6.38 12.83 21.44 21.06 21857.) 25n10 23.95 21.51 
Rhode Island 1.70 2.46 6.10 14.87 30.78 39.5 40.85 43.05 44.54 41.93 
Connecticut 1.86 3.20 5.91 13.99 19.51 22.53 23.37 24.46 26.47 23.85 
New York 1.10 1.69 3.13 4.91 13.73 17.15 17.43. 17.59 18.44 16.34 
New Jersey. 2.31 3.78 9.23 15.56 20.35 24.64 25.45 26.54 28.15 31.36 
Pennsylvania -98 1.38 2.39 4.51 8.86 11.37 11.96 12.64 13.44 13.47 
Delaware 233 =58) 0% 2.23 2.11 2.10 2.20 2.31 2.45 2.15 
Maryland 81 Nol Gomme s Se. 5.12 6.79 8.02 8.39 8.69 8.95 9.03 
Lake States: 
Michigan 46 -80 2.36 17.55 23.03 23.66 24.11 24.02 28.72 
Wisconsin Owe lee 2.50 4.72 12.58 15.32 16.08 16.24 16.03 16.84 
Minnesota 66 1.30 2.09 4.66 34 6.45 6.02 -56 6.08 
Corn Belt: 
Ohio -69 1.08 2.21 4.31 8.35 8.51 8.67 8.88 9.07 9.70 
Indiana 76 1.36 2.42 5.43 7.43 8.53 9.00 9.44 9.83 9.52 
Illinois -98 2.08 4.03 7.07 13.02 13.55 13.32 13.06 13.00 16.82 
lowa 1.00 1.92 3.06 5.87 9.85 8.84 9.29 9.50 9.75 10.68 
Missouri ~32 52 1.09 1.84 2.92 2.64 2.55 2.74 2.82 2.80 
Northern Plains: 
North Dakota -22 43 65 1.18 2.00 2.19 2.35 -38 2.42 2.15 
South Dakota 28 46 -69 1.27 2.54 2.73 2.84 2.82 2.87 2.79 
Nebraska -30 64 1.11 2.04 5.03 6.01 6.39 6.62 6.41 7.00 
Kansas 36 72 1.98 2.69 3.16 3.17 -42 3.54 3.40 
Appalachia: 
irginia  _ 27 -46 83 1256 3.83 4.48 4.68 4.81 5.05 Sel. 
West Virginia 16 23 31 s59 78 -92 92 . 94 -98 
North Carolina : 251 1.00 76 3.83 4.57 4.71 4.93 -08 5.36 
Kentucky -32 63 14 1.40 2.10 2.16 2.23 2.24 2.28 2.41 
Tennessee 38 46 -66 1.57 3.25 3.66 3.77 3.93 4.09 4.25 
Southeast: _ 
South Carolina -30 38 71 1.19 2.12 2.46 2.47 2.60 2.84 2.80 
Georgia 14 32 43 1.36 3.46 4.07 4.15 4.29 4.41 4.57 
Florida 32 54 1.42 2.98 6.21 6.83 6.77 7.02 TeDt 8.31 
Alabama -20 25 -30 49 -90 1.14 1.13 1.14 1.15 1.16 
Delta States: 
Mississippi 34 37 42 1.03 1.61 1.71 1.95 2.01 1.97 1.97 
Arkansas -28 Y4 3 1535 2.14 2.37 2.41 2.65 2.64 2.79 
Louisiana oot -40 67 1.25 1.79 2.21 2.25 2.33 2.47 2.40 
Southern Plains: 
Oklahoma 24 -36 51 94 1.58 ete 1.76 1.79 1.80 2.03 
Texas 214 26 47 89 1.47 dave 1.75 1.81 1.90 2.41 
Mountain: 
Montana al 21 eh 1.20 1.15 1.15 1.22 1.20 1.21 
Idaho -45 «05 2 ise 1.60 2.80 3.14 3.19 5355 3.51 3.84 
Wyoming .06 14 19 4 63 -f2 71 ee -69 71 
Colorado -20 35 59 95 1.40 1.77 2.03 2.07 1.97 2.00 
New Mexico 04 09 .15 -25 3 -20 -20 -21 é -30 
Arizona 013 36 59 1.50 2.13 2.37 2.36 2.46 2.65 3.38 
Utah -30 47 59 1.10 1.71 2.04 2.01 -02 2.06 1.69 
Nevada 15 slte -26 52 -63 -52 2D 56 ‘ 57 
Pacific: 
Washington 32 562 a. ald 2.26 3.57 3.91 4.17 4.32 4.43 82 
Oregon — : é 1.54 1.98 3.24 3.67 3.83 3.97 4.13 4.46 
California [OSes Ol aoe) 8.87 7.16 7.39 7.48 7.66 7.85 7.83 
Hawaii - - 1.22 1.71 3.46 11.07 11.26 10.89 10.70 10.88 
Alaska - - 1.81 3.56 5.45 4.49 4.58 4.67 4.76 4.76 
50 States 39 69 1.21 2.27 3.85 4.33 4.45 4.55 4.60 4.97 


> = Data not available. 1/ Preliminary. 
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State 1940 1950 1960 1970 1980 1983 1984 1985 1986 1987 1/ 
Northeast: bol ters 
Maine ‘ 2.87 Ze Some. 50 2.14 1.06 1.00 97 87 -80 . 
New Hampshire 2.41 1.90 2.04 2.07 -96 -98 1.05 87 83 . 
Vermont 1.76 1.55 1.76 1.81 1.10 1.15 a5 1.06 97 93 
Massachusetts 2.41 1.80 2.03 2.27 38 1.07 1.04 -98 87 of2 
Rhode Island 1.38 1.06 1.61 2.03 1.21 1.43 1.40 1.29 1.15 ; 
Connecticut 1.30 Vcore ss 1.52 81 85 83 76 71 259 
New York 1.99 1.84 2.16 1.80 1.94 2.10 2.07 2.18 2.24 05 
New Jersey_ 1.70 NCO ale > 1.42 .70 78 79 75 le -59 
Pennsylvania 1.65 NeeSiee wee’ Weed .23 ye) 73 84 93 78 
Delaware 51 Aen 44 -45 12 11 -12 cas 14 12 
Maryland 1.20 95 -80 -80 : 38 38 41 47 49 
Lake States: 
Michigan -90 -81 1.21 1.43 1.62 1.88 1.93 2.29 2.5 3.45 
Wisconsin 1.54 le7Gie 1.68 e.05 1.28 1.38 54 1.92 2.26 2.69 
Minnesota 1.49 1.54 1.35 1.69 54 -60 73 z 1.23 
Corn Belt: 
Ohio 1.01 79 -89 1.08 -50 57 -60 79 -90 1.03 
Indiana 1.18 -99 : 1.34 : so5 -56 05 -93 1.02 
Illinois 1.18 99 1.28 1.44 -65 74 14 99 1.14 1.62 
lowa 1.26 1.20 19 1.50 254 ase ; .89 1.16 1.43 
Missouri -98 82 95 -82 Z Sl ' -42 47 51 
Northern Plains: 
North Dakota 1.70 1.45 1.18 1.21 48 -48 52 64 14 16 
South Dakota 1.98 MisS2e ‘lee 1.38 69 1.01 1.21 1.41 
Nebraska les5 1.09 1.22 1.31 -82 -84 1.02 1.46 1.72 2.04 
Kansas 1.23 1.09 1.23 1.25 47 255 54 03 91 1.00 
Appalachia: 
irginia | .65 -56 .60 54 -38 -40 -42 44 44 47 
West Virginia -50 comme 4 1 41 11 6) 14 malta 17 219 
North Carolina eye) Sabyse YA -53 -32 .35 34 -40 -45 49 
Kentucky 84 AtAsh PabyA oD -22 rel -22 25 -26 5 
Tennessee 1.03 -61 -50 59 34 36 36 -40 41 ; 
Southeast: 
South Carolina 94 .O Dee se 46 24 -26 27 229 33 -39 
Georgia 66 n/m 245 58 -40 44 46 -50 254 54 
Florida 82 94 .66 -84 46 43 ; 46 43 57 
Alabama 93 mS -25 Bait 14 14 15 15 -16 
Delta States: 
Mississippi 1.32 -67 + ~.40 44 -20 19 21 024 -26 -30 
Arkansas 1.07 53 .64 a2 -23 24 26 31 38 44 
Louisiana 86 EAS a 59 39 -14 -16 17 19 -19 33 
Southern Plains: 
klahoma 98 69 .58 54 -26 225 -25 -32 -38 47 
Texas 71 Ome DD 59 33 32 29 28 35 50 
Mountain: 
Montana 1.42 1.14 .82 1.03 51 41 -40 251 56 -68 
Idaho I 109m 81 37 33 : : js 59 
Wyoming 94 9 72 -80 235 -30 -29 32 PY 4 238 
Colorado 1.53 1.02 1.06 -96 : -38 . . . Bes 
New Mexico -70 . -48 53 -10 -10 10 012 -16 -23 
Arizona 1.11 94 55 1.00 oil 255 35 ; : 
Utah 1.31 393m 1.00 24 -20 -26 29 32 -28 
Nevada 1.14 ; : 79 -18 17 | 21 s F 
Pacific: 
Washington -80 -68 .84 91 43 37 38 41 49 -60 
Oregon | 1.15 1.27 1.68 1.24 = -48 51 . 87 
California 1.15 1.16 1.04 1.76 -48 ESC. -38 43 -48 56 
Hawaii - - ile 58 é 13 é 4 : . 
Alaska - - 1.02 1.83 16 49 49 49 49 49 
50 States 1.18 1.00 .97 1.08 -50 54 53 -63 3 86 


- = Data not available. 1/ Preliminary. 
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Million dollars 


Northeast: 10,315 10,047 10,425 10,010 9,872 11,020 11,683 13,050 
Maine 378 385 404 444 510 550 614 651 
New Hampshire 190 194 206 230 255 275 309 327 
Vermont 432 442 463 492 565 610 623 660 
Massachusetts 493 496 529 597 685 739 863 914 
Rhode Island 48 48 49 55 63 68 99 105 
Connecticut 396 407 410 463 498 526 630 668 
New York 2,477 2,440 2,462 2,266 2,187 2,419 2,430 2,950 
New Jersey 741 710 702 734 790 982 1,104 1,279 
Pennsylvania 3,628 3,567 3,814 3,473 3,225 3,799 3,920 4,695 
Delaware 21 1 219 188 196 190 191 221 

4 213 
Maryland 1,319 1,145 1,167 1,068 915 861 900 980 

Lake States: 15,020 13,995 13,096 10,338 8,290 7,062 7,333 7,631 
Michigan 3/227 3/057 3,027 2,578 2,251 1,983 1,992 2,032 
Wisconsin 55995 5/680 5/228 4,120 3,407 2,968 2,957 3,073 
Minnesota 5,799 5,258 4,841 3,640 2,632 2,110 2,3 2,526 

Corn Belt: 23,867 21,269 20,033 14,878 12,655 11,251 12,085 13,144 
Ohio 4,113 3,736 3/528 2,724 2,427 2,206 2,297 2,410 
Indiana 4,040 3/527 3,415 2,670 2,221 1,911 2,022 2,162 
Illinois 4,666 4,195 4,070 2,941 2,533 21274 2,410 2,624 
lowa 6,801 6,002 5,273 3,706 2,898 2,546 2,998 3,472 
Missouri 4,248 3,809 3,747 2,837 2,576 2,313 2,359 2,475 

Northern Plains: 9,430 9,020 8,447 6,439 5,371 4,687 4,949 5,305 
North Dakota 1,883 1,799 1,781 hs 1,250 1,096 1,123 1,145 
South Dakota 1,690 1,668 1,602 1,174 1,000 818 846 913 
Nebraska 2,855 2,708 2,349 1,674 1,359 1,238 1,337 1,522 
Kansas 3,003 2,845 2,715 2,148 1,762 1,535 1,644 1,725 

Appalachia: 12,430 12,187 12,080 10,923 10,514 10,001 10,108 10,569 

irginia 2,295 ,a0e 2,262 2, Ue 2525 2,168 2,207 2,469 
West Virginia 756 662 604 470 464 450 446 464 
North Carolina 3,005 2,987 3,105 entt 2,448 2,351 2,192 2,300 
Kentucky 3,233 3,173 3,016 2,686 2,553 2,300 2,262 2,307 
Tennessee 3,141 3,032 3,092 ‘878 2,792 (733 3,000 3,029 

Southeast: __ 6,948 6,66 6,459 6,077 5,670 5,496 5,709 6,034 
South Carolina 1,043 964 903 851 802 696 774 835 
Georgia 2,046 1,988 1,901 1,788 1,657 1,651 1,670 1,802 
Florida 1,813 1,849 1:8 1,756 1,634 1,650 1,781 1,869 
Alabama 2,047 1,859 1,788 1,682 1,577 1,499 1,484 1,528 

Delta States: 6,157 5 527 5,451 4,879 4,032 3,296 3,189 3,245 
Mississippi 2,049 1,823 1,882 1,646 1,456 1,236 1,205 1,229 
Arkansas 2,454 2,154 2,035 1/821 1,469 1,284 1,259 1,283 

. . ’ e ’ , a 
Louisiana 1,654 1,549 1,534 1,411 1,107 776 726 733 

Southern Plains: 9,332 9,189 9,628 9,657 7,908 6,936 
Oklahoma 2,809 2,681 2,615 2,096 1,764 1,554 97893 91632 
Texas 6,523 6,508 7,013 7,561 6,144 5,382 5,112 4,808 

Mountain: 8,496 8,099 8,103 7,166 6,088 4 
Montana 1,388 1,309 1,318 1,095 99 Bi 1 Ro 
Idaho 1,654 1,589 1,552 1,394 1,163 984 1,010 1,050 
Wyoming 629 623 625 556 479 465 "427 "411 
Colorado 1,774 1,748 1,772 1,622 1,309 1,314 1,291 1,279 
New Mexico 879 794 799 698 561 "506 "546 "579 
Arizona 852 860 765 654 676 
Utah 985 919 913 799 723 674 630 623 
Nevada 288 264 264 236 203 213 193 196 

Pacific: 11,543 11,465 11,330 10,074 
Washington 2,475 46% 2,482 2/360 3045 "800 ("733 (703 
Oregon _ 2,226 2,204 2,160 1,776 1,572 1,432 1,369 1,355 
California 6,842 6,796 6,688 5,940 5336 4,568 4,422 4,641 

48 States 113,540 107,458 105,049 90,442 79,352 73, 187 74,654 78,683 
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1/ Current dollars. Values are estimated b multiplying a building- i 
the respective total value of farmland and pai lainge 5 theater Bee cates Panic ayer a 
Bro rtions of total value of land and buildings, as reported in the Bureau of Census’ 


a Finance Survey, Special Report AC78-SR-6, July 1982. The factors are slightly reduced from year 


Appendix table 2.--Average per farm value of farmland and buildings, by State, 1982-89 1/ 
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As of April 1 As of February 1 
State 1982 1983 1984 1985 1986 1987 1988 1989 
Dollars 
Northeast: 224,400 19,000 235,000 232,889 237,459 271,999 294,062 333,339 
Maine 136,000 36,400 146, 300 166,810 193,500 210,915 237,737 254,379 


2 
1 
New Hampshire 180,400 186,500 199,500 225,371 267,482 291,555 321,000 343,470 
Vermont 184, 700 190,900 207,800 232,457 265,852 289,779 299,234 320,181 
Massachusetts 212,000 215,600 232, 300 268 , 827 311,839 339,904 393,977 ree 


Rhode Island 255,800 258,800 284,800 324,607 376,544 410,433 598,998 640, 
Connecticut 297,400 308, 700 329,500 384,960 440,678 482,358 584,329 625,232 
New York 162,500 158,400 168; 300 167,109 170,719 197,758 203,185 215,377 
New Jersey 341,500 330,500 344, 700 380, 862 429,448 595,150 694,140 812,144 
Pennsylvania 221,900 224,100 246,200 - 226,500 218,081 259,517 272,850 330,149 
Delaware 337,000 339,700 342,000 304,943 351,388 354,902 372,648 435,998 
Maryland 363,000 318, 100 331,400 311,554 277,554 271,828 295,823 325,405 
Lake States: 289,500 274,100 262,800 215, 784 176,054 152,531 160,382 169,028 
Michigan 227,600 217,800 221,300 193,432 176,333 162,348 164,725 169,666 
Wisconsin 235,200 230,200 219,000 180,625 152, 708 136,042 135,203 141,963 
Minnesota 375,400 347,200 326, 100 260,617 196,458 160, 861 179,668 192,245 
Corn Belt: 401,500 367,000 357,900 te 573 237,938 220,120 240,996 266,076 
Ohio 280; 300 259,900 253,500 199,897 181,951 175,029 184,060 195,104 
Indiana 356,600 318,200 318,800 258,095 225,247 209, 397 223,811 241,715 
Illinois 588, 300 527,200 549, 700 419,020 381,503 354,195 383,734 422,108 
Iowa 544,100 493,500 445,600 322,076 259, 108 234,218 278,532 325,882 
Missouri 249,900 226, 300 226,800 176,497 161,850 148,092 153,883 163,116 


Northern Plains: 466,800 454,800 436,400 343,294 296, 799 265 ,828 287,724 312,553 
North Dakota 504,200 493,100 507,000 433,059 390, 720 peat 1356 363,596 374,504 
South Dakota 414,100 418,500 406,000 304,795 265, 764 225,867 239,351 260,893 


Nebraska 550,400 535,900 485,300 355,200 301,484 282,318 313,518 360,546 
Kansas 404,400 387,000 378, 100 310,667 264 ,668 232,908 255,611 270,948 
lachia: 157,000 157,600 160,900 149,505 149,549 144,022 149,212 157,687 
irginia 179,000 190, 100 192,900 193,956 219,946 213,347 223,928 253,038 
West Virginia 139,400 120,700 115,300 94,971 94,681 92,788 95,12 99,883 
North Carolina 167,400 174,100 192, 100 176,495 167,211 164,447 159,316 168,875 
Kentucky 148,900 147,700 144,600 131,370 127, 289 115,924 115,182 118,638 
Tennessee 146, 700 143,000 144,300 134,273 134,309 132, 780 150,376 153,384 
Southeast: 268,700 271,300 275,700 265 , 786 257,064 260,508 271,527 289,736 
South Carolina 189,700 189, 200 185,400 179,800 174,406 158, 709 174,850 190,587 
Georgia 227,400 231,400 241,400 233,550 223,046 229,234 229,406 250,053 
Florida 497, 100 512,200 522,400 509,000 478,460 488 ,029 518,748 549,873 
Alabama 189,900 177,400 172,400 163, 769 164,204 164,070 164,119 170,684 
Delta States: 314,600 293,900 297,900 277,687 239,639 199, 263 202,237 207,766 
Mississippi 268,400 250, 700 266,600 245,281 228,717 200,500 206,581 212,779 
Arkansas 311,500 281,200 273,200 256,302 221,266 199,321 205,806 211,980 
Louisiana 384,600 373,800 379,000 352,378 279,111 197,639 192;106 195,948 
Southern Plains: 376,400 376,700 400, 700 431,548 379,364 340,362 335,317 327,195 
Oklahoma 332, 700 320,800 316,000 263,070 223,610 201,856 201,341 219,462 
Texas 393,400 398,500 433,800 499, 130 447,626 400,959 394,575 374,847 
Mountain: 675,000 635,300 643,600 576,353 501,924 475,385 465,665 472,760 
Montana 694,400 661,500 675,400 568,992 527,043 437,021 426,267 434,793 
Idaho 506, 100 495,000 486,400 441,484 381,116 340,106 360,296 378,311 
Wyoming 742,300 734,200 752,800 684 ,400 608,960 603,641 560,541 543,725 
Colorado 577,300 585,200 599,200 560,449 458,614 458,161 449,712 449,712 
New Mexico 640, 700 584,900 594,000 Dollies 438,326 401,831 438,681 469,389 
Arizona 1,415,600 1,321,600 1,331,800 1,169,118 997,263 1,066,294 963,978 954,338 
Utah "509,100  °480,000 481,400 428,950 397, 768 377,319 363,915 363,915 
Nevada 822,500 820,800 859,600 806, 080 730,510 774,341 707,360 728,581 
Pacific: 577,700 588,900 596,900 532,907 479,561 422,905 413,329 433,402 
Washington 387,700 400,200 407,200 391,061 341,996 304,376 294,149 305,915 
Oregon 343,000 338,400 339,500 281,676 252,100 231,932 227,062 227,062 
California 773,900 796,000 811,500 718,803 652,263 571,240 558,553 592,067 
48 States 352,000 340,300 341,800 302,361 270,808 251,695 260,498 275,726 


we m eee ewe mee ew eee eee ee ee ewe mmm eee eee ee ew ee ee me ewe ee eee eee ee eB ee eM eee eee eB ee eB ee ee ee ee Bee eee eee eee eee sees 


1/ Current dollars. Average per farm value is estimated by dividing total 
value of farmland and buildings for each State by the State’s number of farms. 


Appendix table 3.--U.S. agricultural landholdings by country of foreign owner, December 31, 1988 


Country Acres Country _Acres ace 
Argentina 13,256 Thai Land 240 
Rceeralia ,058 Trinidad & Tobago 131 
Austria 55,989 Turkey 398 
Bahamas 32,176 Turks Islands _ 3,192 
Bahrain 553 United Arab Emirates 2,750 
Belgium 62,871 United Kingdom 289,402 
Belize 1,400 Urugua BS? 
Bermuda 73,436 U.S.S. 
Bolivia 11 Venezuela 25,294 
Brazil 1,621 Vietnam — 152 
British Virgin Islands 32,461 Yugoslavia 1,024 
Canada 1,414, 162 Multiple 1/ 51,054 
Cayman Islands 24,228 Third tier 2/ 212,661 
Chile 436 Subtotal 3/ 5,051,849 
China 485 41 
Colombia 8,057 US/Andorra pale 
Costa Rica 15,579 US/Argentina acone 
Cuba ’ 20 US/Australia 1, 
Czechoslovakia 485 US/Austria 15,585 
Denmark ; 9,226 US/Bahamas 67,526 
Dominican Republic 2,129 US/Barbados 41 
Ecuador 1,050 US/Belgium 66,370 
Esypt 1,747 US/Bermuda 38, 684 
EU Salvador 235 Brazil ae 10,401 
France 83,982 US/British Virgin Islands 2,285 
Gambia 294 US/Canada 1,084,015 
Germany (West) 720,192 US/Cayman Islands 10,744 
Greece 57,227 US/Chile gazes 
Guatemala 844 US/China _ 32 
Guyana 35 US/Colombia 7,574 
Honduras 892 : US/Denmark 2,004 
Hong Kong 18,318 US/Ecuador 1,549 
Hungary 110 US/Egypt 1,963 
India 1,688 US/El Salvador 12 
Indonesia 824 US/Finland 3,047 
Iran 3,961 US/France 1,051,679 
Iraq 1,140 US/Germany (West) 410,505 
Ireland 11,090 US/Greece 6,916 
Israel 991 US/Guatemala 412 
Italy 82,418 US/Guyana 334 
Ivory Coast 119 US/Honduras 37 
Jamaica 1,621 US/Hong Kong 6,056 
Japan 146,604 US/Iran 2,302 
Jordan 2,304 US/Iraq 960 
Kenya 32 US/Ireland 2,918 
Korea (South) 585 US/Italy 9,667 
Kuwait 1,568 US/Japan 71,131 
Laos 31 US/Korea (South) 7 
Lebanon 13,793 US/Kuwait ; 7,628 
Liberia ‘ 33,237 US/Lebanon 703 
Libyan Arab Republic 302 US/Liberia 5 29,945 
Liechtenstein 177,624 US/Libyan Arab Republic 280 
Luxembourg 6,485 US/Liechtenstein 169, 363 
Malaysia 2,809 US/Luxembourg 232,911 
Mexico 238,340 US/Malaysia 300 
Montserrat 145 US/Mexico 89,588 
Morocco 17,035 US/Nether Lands : 380,321 
Namibia 146 US/Netherlands Antilles 231,648 
Nether Lands 130,341 US/New Hebrides 991 
Netherlands Antilles 447,711 _ US/New Zealand 594 
New Zealand 350 US/Nicaragua 282 
Nicaragua 1,348 US/Norway 352 
Nigeria 14 US/Panama _ 75,144 
Norway 5,906 US/Phi Lippines 2,079 
Oman 454 US/Portugal _ 1,683 
Pakistan 2,171 US/Saudi Arabia 19,923 
Panama 200, 286 US/South Africa 3,309 
Peru. 291 US/Spain 4,120 
Philippines 3,233 US/Sweden 3,424 
Poland 147 US/Switzerland 267,683 
Portugal 816 US/Taiwan 9,943 
St. Vincent 2,637 US/Thai Land 252 
Saudi Arabia 35,387 US/Trinidad & Tobago 20 
Singapore | 1,048 US/Turkey : 443 
South Africa _ _ 1,698 US/United Arab Emirates 1,705 
Southern Rhodesia 230 US/United Kingdom 2,490 , 484 
Spain 1,798 US/Uruguay 618 
Sweden 6,518 US/Venezuela 38,376 
Switzerland 207, 762 US/Mul tiple 178,904 
Syria 4,847 US/Third Tier 292, 666 
Taiwan. 6,366 SUBTOTAL 4/ 7,432, 889 
Tanzania 10,143 

TOTAL ALL LANDHOLDINGS 12,484, 738 
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1/. A report is processed as "multiple" when no single country predominates--for example, 
«an equal partnership between a Canadian and a West German. 2/ A report is processed as "third tier" if three or more 
levels of ownership ate reported with no foreign interest indicated. 3/ Total interest excluding U.S. corporations with 
foreign shareholders. 4/ Total interest of U.S. corporations with foreign shareholders. 
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Transactor Characteristics and 
Rural Land Prices 


Hyunok Lee* 


Abstract: Farmland price variations among parcels can be explained, in part, by the charac- - 
teristics of sellers and buyers and land operation. Farmland operated by nonowners is nega- 
tively related to prices. Higher prices are correlated with buyers’ nonfarm jobs and sellers’ 
off-farm/nonfarm jobs. Another important price determinant is future land use expected by 
the buyer with a positive correlation with nonagricultural future use. 


Keywords: Rural land transaction prices, transactor characteristics, price index. 


No two land transactions involve land of equal quality. Qual- 
ity depends on location, productivity, and improvements, 
each of which influences buyers’ and sellers’ assessments of 
value. Thus, per acre prices vary across transactions. Such 
heterogeneity of land characteristics is not, however, the 

only source of price diversity. Heterogeneity of buyers’ and 
sellers’ own characteristics also causes land price differ- 
ences. 


Characteristics of buyers, sellers, and farmland operators 
play an important role in determining the market price of 
land." Farmland operated by nonowners is negatively 
related to farmland prices. Also, when sellers hold off- 
farm/nonfarm jobs or buyers hold nonfarm jobs, farmland 
prices tend to be higher. Furthermore, future nonagricultural 
use of farmland (expected by the buyer) considerably ele- 
vates farmland prices. 


Even casual observers recognize that prices vary across trans- 
actions involving differing sets of selling and buying parties. 
This variability is viewed as a common market phenomenon. 
This paper investigates whether there are measurable rela- 
tions among transactor characteristics and price variability. 

A land transaction model postulating such relations was 
developed and estimated using actual survey data. 


Farmland prices depend on a complex interaction of fac- 
tors—land quality, land market competitiveness, and urban 
proximity, as well as transactor characteristics highlighted 
here. While this analysis allows land quality adjustment 
using the Peterson quality index, further research incorporat- 
ing other factors is needed.*/ Before analytical results are 
reported, it is useful to investigate how individual factors 
bring about price disparities. 


Knowledge Is Imperfect and 
Expectations Differ 


No potential buyers and sellers possess perfect knowledge 
about land markets. Buyers and sellers do no know all 
aspects of the actual quality of a specific tract of land. In the 
absence of perfect knowledge, some may rely on their 
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unique knowledge, or some may delay transactions to 
acquire more information. The costs of acquiring informa- 
tion or the value of information also vary across individuals. 
Such diversities across potential transactors, in the presence 
of a relatively thin land market, become important sources 
for price variations. 


Even if a buyer or seller has perfect information about cur- 
rent land market conditions, perfect knowledge could not be 
claimed. Potential transactors have to cope with the uncer- 
tainty of the future as well. Total earnings from land include 
the future stream of income and possible capital gains, both 
of which are largely influenced by future economic condi- 
tions. Thus, today’s estimates on future earnings critically 
depend on individuals’ expectations on the future farm econ- 
omy. 


Such uncertainties suggest that individuals may develop dif- 
ferent prices that they are willing to accept. For a contract to 
occur, a willing buyer must be matched with a willing seller. 
In this matching proccess, there may be a relation between 
transaction prices and buyer and seller characteristics. The 
following attempts to specify those relations. 


Classifications of Land by 
Characteristics Categories 


Information from a land transfer survey taken by USDA in 
1987 is used to portray relations between prices and transac- 
tor characteristics. This report focuses on commercial, 
arm’s length transactions by excluding land transfers 
between relatives. The original survey reports the informa- 
tion on land use prior to sale, current use, and anticipated use 
(5 years from the sale date). To concentrate on rural land 
transfers, only transactions nivOnvANE land currently used for 
agricultural purposes were included. / 


Per acre land prices are considered in relation to: land use 
prior to sale, expected future use (anticipated by the buyer), 
ownership status of buyers and sellers, operator status, and 
buyer and seller occupations. 


Table 1. Indices measuring the price effects of transactor characteristics 





Land use 
Brahe lotalatoiatateietetstotstote terete cieleleisisia/ere’einiais eratsiciere By Gad ine + olicoect tanh 
Agricultural land without residence* ""” 1200 MR eosin oa 1. 00s 
Nonagricultural land without residence 81 galt, 
Agricultural land with residence 1.03 1.94 
Nonagricultural land with residence 1.85 2.12 
Ownership 
pre armte tat etatate te ete stetatat ate ateiaieteretelete (a ieia eta EE RRR ERE con i sapernapoadorion ie si cccae 
Fanti oukebanl ipa ateletafatefotetaleareieterels PLE Rico ns aie SS ke Ro, a chia 
Nonfamily ownership -88 1.21 
Operator status 
Dieta in catetata aera rea telat ete elu favetatetats’evcrel o's Stier bye 
Gunergoger ator afeveratetetelelctetatetatetel= ciate Ana Lea eee Sean aae 
Hired manager operator 94 -83 
Tenant operator -64 -93 
Other types of operator 13 esi 
Land was idle -65 1.19 
Occupation 
nits iatajareiaetalatale tats) sajelefeteia. 4) <icte\e a«/t(eie CECH w ic aren 22 opin Sra aee 
ations fens ciataiatetsielerase/s,«1 </e1e can Las See eo aca 
Retired farmer _ 1.02 Nonfarm-related 1.36 
(or Sing to quit) 
Off-farm, farm-related 1.71 Retired farmer 1.28 
business 
Nonfarm related 1.59 Tenant 1.04 
Others dole) Others oS; 


* Reference transaction (base price index=1): previously used as 
agricultural land with no residence, expected to be used as 
agricultural land with no residence, previously family owned, 
currently family owned, previously owner operated, currently owner 
operated, active farmer-seller, buyers holding farm-related 


occupation. 


Table 1 lists the classifications under each of the categories. 
Each entry denotes an index showing how deviations from a 
base set of characteristics influence land prices. Since the 
entries in each category are mostly self-explanatory, only a 
few words are in order. 


Previous and future land uses are grouped into agricultural 
(cropland, pasture, and ranch) and nonagricultural (forest, 
mineral, recreation, idle, subdivision, commercial or indus- 
trial, and other uses). Land with buildings is also differenti- 
ated because buildings included in land sales are not often 
separated in value. Land ownership is separated into family 
(sole proprietors, husband and wife, family corporations, and 
family partnerships) and nonfamily (nonfamily corporations, 
nonfamily partnerships, public organizations, and others). 


The reference transaction (base price index=1), upon which 
the entries in table 1 are based, has the following characteris- 
tics. The land includes no current residence and also no 
future plan to add a residence. Its previous and expected use 
is for agricultural purposes. Buyers and sellers are family 
owners and owner operators. Sellers are active farmers and 
buyers are engaged in farm-related occupations. Transac- 
tions with all of these characteristics are the base price trans- 


action used in table 1. The index value for this type of 
transaction is 1.0. Any deviation from this set of characteris- 
tics yields a different price index. 


Measuring the Price 
Effects of Characteristics 


An index value greater (less) than one relates the increased 
(decreased) per acre price effect of the associated entry, an 
entry deviation compared to the reference characteristics. 
For instance, the value 1.02 in the entry of retired farmer- 
seller indicates that the per acre price is 2 percent higher 
than the reference price when the seller is a retired farmer 
instead of an active farmer. 


When two or more characterisitics diverge from the set of 
reference characteristics, the total price effect can be 
obtained by multiplying the associated index values. For 
instance, when the seller’s occupation is an off-farm, farm- 
related business, sales occur at prices averaging 71 percent 
higher than the reference transaction. The index value is 
1.71. However, when the seller holds an off-farm occupa- 
tion, he or she may not operate the land. Suppose the land 
was operated by a tenant. When the price effect of tenant 
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operation (index value .64) is combined with that of the 
seller’s off-farm, farm-related occupation, the overall land 
price index becomes 1.09 = (.64)(1.71). Keeping this inter- 
pretation in mind, some highlights of table 1 are presented. 


Occupation: When the buyer is a retired farmer or has a non- 
farm occupation, transaction prices will be higher than the 
reference transaction. This tendency is also observed in the 
seller’s case. Any seller’s occupation other than active farm- 
ing is positively related to price. One explanation may 
emerge from the possible correlation between nonfarmer- 
sellers and urban proximity. Nonfarmer-sellers are likely, on 
average, to own land nearer urban areas or to sell smaller par- 
cels with residences, which in both cases increases the per 
acre price. 


Operator Status: For both sellers and buyers, owner opera- 
tion shows much stronger price effects than nonowner opera- 
tion. Among nonowner operator status prior to sale, tenant 
operation appears to have negative effects on farmland 
prices. 


Ownership: Family vs. nonfamily ownership exhibits oppo- 
site price effects in sellers’ and buyers’ cases. Sellers and 
buyers with family ownership obtain higher and lower 
prices, respectively. This result appears reasonable because 
information exchange is likely to be efficient and effective 
among family ownership. 


Land Use: Future land use plays an important role in deter- 
mining land price. When the buyer anticipates nonagricul- 
tural use of land, the land price tends to be significantly 
higher than it would if continuing agricultural use were fore- 
cast. However, this is not the case with respect to the previ- 
ous use: agricultural land converted from nonagricultural use 
is associated with a lower farmland price. When buildings 
are included (or expected to be included) in land transac- 
tions, the per acre price is, as expected, higher. 


Land Prices Continue To Adjust as 
The Rural Economy Evolves 


U.S. agriculture has shown an increasing trend toward part- 
time farming as well as large-scale commercialized farming. 
As the rural economy adjusts to these changes, farmland 
prices continue to evolve. Transactor characteristics have 
been overlooked as a source for price variations in previous 
land studies. This study, which explicitly recognizes various 
farm sector characterizations as important farmland price 
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determinants, could be useful in addressing the implications 
of rural change on farmland prices. 


FOOTNOTES 


* Agricultural economist, Inputs, Technology, and Productiv- 
ity Branch, Resources and Technology Division, Economic 
Research Service. The author is greatly indebted to Fred 
Kuchler for his extensive editorial help. Appreciation also 
goes to Gene Wunderlich, John Reilly, and Bob Boxley who 
reviewed the article. 


1/ Bruce Larson and Hyunok Lee, “An Emprical Investiga- 
tion of Transactor Characteristics and Land Prices,” 
Selected paper in the 1989 AAEA meeting. 


2/ Empirical estimation relies on statistical methods. Ordi- 
nary least squares are applied to the model where the depen- 
dent variable is per acre land prices and independent 
variables are various transaction characteristics listed in 
table 1. Characteristics are represented by zero/one-dummy 
variables in the estimated equation. As a simple approxima- 
tion to the relationship between land prices and characteris- 
tics, Cobb-Douglas functional form is used under the 
assumption that each characteristic influences the land price 
independently. 


3/ As asimple approximation for land quality, a State-level 
land quality index by Peterson (American Journal of Agricul- 
tural Economics, 68., 1986) is used in the analysis. 


4/ The Rural Land Transfer Survey, conducted by the U.S. 
Department of Agriculture in 1987 for land tranfers during 
1984-1986, contains information on rural land tranferred and 
the characteristics of the transferees in 38 States. Of the total 
land survey sample (7,232 observations), a subset of 1,996 
observations are used in this study. 


5/ At least 90 percent of the land transferred is used as agri- 
cultural land, range, or rural residence immediately after the 
sale. 


Long Run Determinants of Land Values 


by Robbin Shoemaker 


Abstract: Agricultural land values have increased 75 percent since the end of World War II 
even though the inflation adjusted prices of agricultural products have fallen over this 
period. Important factors outside the agricultural sector have acted to increase land values. 


Keywords: Land values, technological progress, national income and wealth 


Introduction 


U.S. agricultural land values have increased 75 percent in 
real terms (adjusted for inflation) from 1947 to 1987. At the 
same time real agricultural commodity prices declined 60 
percent. Commodity prices fall as long as growth in agricul- 
tural supplies exceeds growth in their demand. Historically 
we have observed both increases in supply and demand of 
agricultural products, which results in the growth of total 
return to agricultural assets and increasing land values. This 
paper examines the reasons for the growth in land values 
with a long run perspective. 


Factors That Determine Land Values 


It is generally said that land values represent the present dis- 
counted value of the expected future income earned from 
land. This definition consists of three parts, (1) the income 
earning or productive capacity of the land, (2) the expecta- 
tions of those earnings, and (3) discounting those earnings 
from the future back to the present. Land values correspond 
to land earnings simply because a person is not expected to 
pay more for a piece of land than what it could earn. Earn- 
.ings depend on commodity prices and the land’s productiv- 
ity. Higher valued commodities positively influence land 
values as does more highly productive land. Changes in the 
expectation of commodity prices cause the value of land to 
change, i.e., capital gains or losses. 


Expectations are crucial for determining land values. Since 
buyers cannot know with certainty what the future holds for 
commodity prices and other factors that determine land 
retums, they must make their own forecasts. The types of 
expectations people have can affect land values. Expecta- 
tions of future prices based solely on current or recent prices 
can be erroneous because they may not distinguish between 
temporary changes and more permanent ones. 


For example, increased returns due to a drought should not 
be expected to affect land values because the higher returns 
are only transitory, i.e., when the drought ends, returns 
should return to normal. Permanent improvements in the 
quality of a parcel of land would increase its value because 

" the increased productivity should raise expectation of future 
retums. Farm programs that support and stabilize commod- 


ity prices may add value to land if landowners expect the pro- 
grams to continue. 


While land values often reflect the income from the current 
use of the land, sometimes the expected value of alternate 
uses is incorporated into its price. For example, in the North- 
east, land values often are high, reflecting future develop- 
ment potential. 


The above factors determine land values directly. A fuller 
understanding of agricultural land values requires an exami- 
nation of the factors that determine or affect agricultural 
commodity prices and productivity. Agriculture must also 
be viewed in the broader context of the national economy. 


Background 


Technological progress has played an important role in the _ 
evolution of land values and general economic growth. 
Malthus, writing in the 1800’s, predicted economic collapse 
because the population constantly expands in the face of 
finite resources with which to provide for ever increasing 
demand. The finiteness and exhaustibility of resources 
could only lead to a decline in the average standard of living. 
Early writers predicted ever increasing rents to land (see box 
on rents) because the quantity of arable land is finite and 
land is a fixed resource. Demand for products of the land 
from a growing population would only be transferred into 
increasing land rents and values. 


But while real land values have risen over time as a conse- 
quence of population growth, per capita economic growth 
has been considerable despite the finiteness of land 
resources. Technological improvements, the ability to sub- 
titute other inputs (fertilizers, chemicals, machinery) for 
land, and to a lesser extent economies of scale overcome 
what appeared to Malthus to be unavoidable limits on popu- 
lation and economic growth. 


Agriculture in National Economic Growth 


Agriculture has always been a major source of wealth in the 
early phases of economic growth. Figure 1 shows that land 
was a primary source of wealth and a major input in aggre- 

gate production early in the economic development of the 


Figure 1 
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Reproducibles include structure, equipment, and inventories. Other includes monetary metals and financial assets. 


United States. When the United States claimed indepen- 
dence from England, land comprised approximately 41 per- 
cent of its total national wealth, whereas now it represents 
only 12 percent (2), (numbers in parenthesis indicate refer- 
ences at the end of the text). Part of the decline of the land’s 
share of total national wealth has been due to agricultural 
production’s declining importance in the GNP. In the early 
part of the 1800’s, agriculture represented approximately 70 
percent of national output. By the turn of the century it had 
fallen to a little over 30 percent. In 1986, agricultural output 
represented only 2.7 percent (6, 7) of GNP. 


Agriculture’s declining share of GNP results from overall 

‘ economic growth. With economic growth comes increased 
production possibilities for both farm and nonfarm goods. 
Slower population growth, and ultimately a slower growth in 
demand for agricultural output, coupled with a desire for 
more nonfarm output, diminishes agriculture’s claim on all 
of society’s resources. And, as society becomes increasingly 
affluent, the demand for food as a proportion of total con- 
sumer demand declines, reinforcing this trend. U.S. food 
consumption as a percent of disposable income fell from 
approximately 24 percent in 1929 to 12 percent in 1987 (5). 


The inevitable result of this trend is the decline in real agri- 
cultural commodity prices (see figure 2) and the consequent 
decline in the share of total inputs allocated to generate farm 
products. The measure of that decline is the fall in payments 
to farm resources, or farm income, as a percent of national 
income. Table 1 shows the steady drop in farm income’s 
share of total national income. Farming’s share of-national 
income has fallen 75 percent since the end of World War II. 
In contrast, it took almost 100 years, from 1800 to 1900, for 
the share to fall SO percent, from 43 to 20 percent. So, while 
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in absolute terms farm income has grown, in relative terms 
its share of total national income has declined. This decline 
documents the decline in the growth of resources devoted to 
producing food. 


The share of land in agricultural production is falling relative 
to that of other inputs, further diminishing its overall relative 
importance to society as a source of wealth. Whenever the 
relative importance of agriculture in the economy diminishes 
and other factors are substituted for land in farming, the fall 
in the importance of land and agricultural production is accel- 
erated. 


The Role of Technological Change 


In spite agriculture’s loss of prominence in national income 
and land’s reduced share in agricultural income, the real 


Table 1 --National income of private 
industries, 1799-1987 
Total Farm 
Year national national 


income income of total 
$billion Percent 
1799 0.7 0.3 42.9 
1849 2.3 0.7 30.4 
1879 6.6 1.4 2lee 
1900 14.6 3.0 20.5 
1920 61.0 10.6 17.4 
1929 86.4 8.4 9.7 
1939 64.2 5.9 9.2 
1949 215.2 16.1 7.5 
1959 409.2 14.6 3.6 
1969 798.1 21.2 2.7 
1979 2,047.3 53.4 2.6 
1983 2,719.5 41.7 1.5 
1987 3,678.7 66.1 1.8 


Sources: (6, 7) 


Figure 2 
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value of land has increased. The continued rise in agricul- 
tural land values can be attributed to population growth, the 
overall increases in national wealth associated with eco- 
nomic growth, and the effects of technological change in the 
agricultural. Technological change in agriculture results in 
the need for fewer resources by the agricultural sector (e.g., 
labor) and permits these resources to go to other sectors of 
the economy, aiding overall economic growth. 


Generally we think technological change acts to offset land 
value increases by mitigating the finiteness of land and the 
pressures of population growth as envisioned by Malthus. 
Technological change also increases the supply of agricul- 
tural products over time resulting in declining agricultural 
prices. But, land values rise despite these supply-side effects 
of technological change. Population growth, the growth in 
national wealth and income, and rising export demand 
increase the demands for agricultural products. But as long 
as growth in supply exceeds growth in demand, real com-_ 
modity prices will fall. But with increases in both supply 
and demand, the total return to agricultural assets will rise 
(even though these returns as a share of national income 
decline). The net results are lower commodity prices, but 
the total returns to agricultural assets rise. Over time this 
rise in real returns results in higher land values. 


Technological change can increase land values by increasing 
our international competitiveness. Since technological 
change lowers the costs of production, products can be sold 
at a lower price. By selling products at a price lower than 
other countries we are able to capture a larger share of the 
world market. A larger market share results in increased 
returns and higher land values. 
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In the U.S. real GNP has grown at an average annual rate of 
nearly 4.5 percent from 1947 to 1987 while population 
growth has only been 1.3 percent per year (table 2). 

These two rates imply real income per capita has risen over 
this period, which in turn implies an increase in real national 
wealth. Table 2 also shows that farm productivity and real 
returns to farm assets have risen, while the index of all farm 
product prices has declined. Therefore, in spite of the 
decline in real commodity prices, land values have 
increased, apparently due to the continued increases in pro- 
ductivity and overall increases in demand. 


In U.S. agricultural production, technical change has reduced 
the need for labor and land, and has increased the use of agri- 
cultural chemicals and farm machinery. The shares of capi- 
tal and labor appear to have changed more relative to land 
and material inputs (seeds, chemicals, etc.), but they have 
moved in opposite directions. Capital has increased while 
labor has declined. The relative costs of these factors or the 
constraints they place on production are the sources of these 
technical changes. 


Table 2--Real growth rates of various 
important variables, 1947-1987 1/ 


Percent 

Aggregate ~ 

Gross national product 4.47 
Population 1.33 
Farm me 

Farm productivity 1.96 

Farm product prices -1.38 
Returns to farm assets 1.90 
Land values 2.91 


1/ All rates are estimated as, 
ln(P) = a + bT, where b yields the 
average annual growth rate of P. 
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For example, labor wage rates have risen roughly 4 percent a 
year from 1947 to 1987 compared with an average annual 
growth of 1.5 percent in the price index for material inputs. 
The increasing cost of labor relative to materials encourages 
technological developments that save on the use of labor and 
increase the use of materials. Because land is in relatively 
fixed supply, it limits expansions in production. Land-sav- 
ing technical innovations have been developed that lessen 
restrictions implied by the limited supply of land. 


The Role of Government Support Programs 


Major U.S. support policies since the 1950’s have sought to 
slow the transfer of resources out of production agriculture 
through various forms of government intervention. For the 
more significant field crops, such as corn and wheat, pro- 
grams restricting the use of land, through retirement, diver- 
sion, or set-aside, have been implemented to control output, 
stabilize prices, and increase revenue to farmers. The contin- 
uation and expansion of acreage control programs as ele- 
ments of agricultural support policy can be seen as having 
created an artificial scarcity of land that has helped maintain 
or mitigate the decline in the share of agricultural land in pro- 
duction (4). But, this artificial scarcity of land has also 
spurred more technologies that were land-saving than would 
otherwise have been the case. 


The benefits of acreage control programs tend to accrue to 
landowners rather than to providers of labor or capital, 
because of the relative fixity of the agricultural land supply. 
The right to receive payments as a program participant is par- 
tially capitalized into the current value of the land. Conse- 
quently, program benefits represent windfall gains to current 
landowners, who then have the incentive to lobby to con- 
tinue these programs. 


Conclusion 


What are consequences of technological developments and 
possible directions for agricultural policy for future agricul- 
tural land values? Most recent technological innovations 
have centered around the developments in biotechnology. 
These emerging technologies are projected to increase crop 
output by as much as 25 percent by the year 2000 for some 
major crops (4). With U.S. per capita demand for agricul- 
tural products growing less rapidly and uncertain export 
demand, such an increase in supply could only result in fur- 
ther declines in commodity prices. Federal support pro- 
grams, if left in their present status, could mitigate that 
decline in the short run by providing a minimum support 
level. 


But, in the long run support programs tend to inhibit the 
transfer of resources out of agriculture, which causes farm 
based returns to decline. Reforming farm programs, which 
will be debated in the 1990 farm bill discussions, could 
result in a more market-oriented farm sector. The reforms 
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would increase the benefits of biotechnical advances to pro- 
ducers and consumers. With the appropriate adjustment of 
farm resources in response to market signals, productivity 
gains would result in increased profits and wealth rather than 
excess supplies and depressed prices. 


Rent 


Rent is the payment to a resource for its use in produc- 
tion, [This discussion draws on (1).] For labor this is 
usually referred to as wages, for land and equipment it 
is called rent. Economic rent refers to the payment of a 
resource where the resource is insensitive to the size of 
the payment, i.e., an increase in the payments does not 
or cannot attract more of the resource. Economic rent is 
a residual payment to the fixed or insensitive resource. 


All other productive inputs are paid for according to 
their use. Any receipts left over are paid to the fixed 
resource, €.g., land. In this sense, economic rent is sim- 
ilar to the familiar term profit. 


It is often assumed that high rents result in high com- 
modity prices. That is, that increased rents raise the 
costs of production which in turn increases commodity 
prices. This is an incorrect notion of rent. Since rents 
are determined residually, they are determined by com- 
modity prices rather than the other way around. 
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